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Lditortal Comment 


on first really important development to arise 
from the rather noisy and aimless discussion of 
the past eight months, on the subject of protection 
of corporate assets through sound accounting, audit- 
ing, and thorough reporting—and checking by pub- 
lic accountants, came to pass on August 23, when 
the governors of the New York Stock Exchange 
adopted and made public a report on auditing pro- 
cedure, which had been prepared by a sub-commit- 
tee of the Committee on Stock List. 

The Exchange recognizes the fact that internal 
auditing plays a prominent role in the protection of 
corporate assets, and recommends in positive terms 
that greater responsibility than in the past, and com- 
mensurate authority, be placed on the controller. 

The recommendation, however, which will prob- 
ably appear to controllers and possibly to manage- 
ment as the greatest departure from existing pro- 
cedure, is one to the effect that the controller should 
be required to sign all reports and financial state- 
ments prepared by him, whether or not they bear 
the signature of a public accountant. Presumably 
this means all statements that are to go to the direc- 
tors, stockholders, the public, or governmental 
agencies. 


Controllers should not spend precious moments 
worrying about this particular recommendation by 
the Exchange. In the first place, the procedure rec- 
ommended is merely an extension of existing prac- 
tice. Controllers at least initial the reports and 
statements which they submit to management and 
directors; and since 1933 they have been signing 
registration statements submitted to the Securities 
and Exchange Commission. No serious or upsetting 
results have followed introduction of the require- 
ment that statements filed with this particular gov- 
ernmental agency be signed by the controller. 

Another factor should serve to mitigate any wor- 
ries which controllers may have over this particular 
recommendation. The Exchange has very limited 
powers to enforce its recommendations. Only in the 
cases of new listing agreements can this recommen- 
dation, and others, be enforced. 

The mere making of the recommendation shows 
which way the wind is blowing. Controllers and their 
work have been given the highest recognition and 
rating in this report that ever has come to them. They 
will of course be ready to meet the greater responsi- 
bilities which the Exchange suggests be placed on 
them. 
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Stock Exchange Recommends Greater 
Responsibility for Controller 


A new contribution to the rapidly 
mounting total of comments on audit- 
ing procedures, principally those fol- 
lowed by independent public auditors, 
comes from the New York Stock Ex- 
change in the form of a report drafted 
by a subcommittee of the Committee 
on Stock List. Mr. William K. Beck- 
ers is chairman of the subcommittee 
on Audits and Audit Procedure; and 
Mr. John M. Hancock is chairman of 
the Committee on Stock List, which 
approved the report and passed it 
along to the Board of Governors for 
approval, which was given on Au- 
gust 23. 

The report is one with which con- 
trollers should be familiar. A copy 
may be obtained without charge by 
addressing Mr. P. L. West, chief stat- 
istician of the New York Stock Ex- 
change. The report is nearly five thou- 
sand words in length, and space limita- 
tions prevent its reproduction here. 

While the report was in process of 
preparation, a tentative draft was sub- 
mitted to The Controllers Institute of 
America, with a request that its com- 
mittee having such matters in hand, 
study it and make comments and sug- 
gestions. However, the time allotted 
by the Exchange for study of the re- 
port and for the submitting of sug- 
gestions was so short that it was not 
possible for The Institute to make com- 
ments, before the report was approved 
and published. 

The report touches on the functions 
of controllers and makes some inter- 
esting suggestions concerning them 
and their work. They constitute sec- 
tion number 2 of the four sections de- 
voted by the report to the making of 
recommendations. 

These recommendations are: 


RECOMMENDATIONS AS TO 
CORPORATE PROCEDURES 


Your Subcommittee regards the re- 
sponsibilities of corporations in auditing 
matters as two-fold: to institute such cor- 
porate procedures as will make its sys- 


tem of bookkeeping, and of internal con- 
trol and audit, as efficient as possible; 
and to facilitate in every reasonable way 
the work of the independent auditor. Of 
a large number of proposals considered 
in these connections, your Subcommittee 
has selected four as sufficiently important 
and practicable to warrant endorsement 
by the New York Stock Exchange. These 
recommendations are made subject to 
consideration of applicability in the par- 
ticular case, and in the knowledge that 
their usefulness in connection with audits 
might have to be weighed against other 
disadvantages. 


1. Strengthening the Position of the 
Independent Public Accountant 


This might best be accomplished 
through the general assumption by Boards 
of Directors of direct responsibility for 
either the appointment of the auditors or 
for their selection and recommendation to 
the stockholders for approval. Where 
practicable, the selection of the auditors 
by a Special Committee of the Board 
composed of Directors who are not offi- 
cers of the Company appears desirable. 

The results of the auditor’s examina- 
tion should always be available to the 
Board of Directors, his report should be 
addressed to the stockholders, and he 
should be afforded the opportunity to 
appear at any stockholders’ meeting. 


2. Increasing the Responsibility, Author- 
ity, and Facilities of the Controller or 
Internal Auditor 


More emphasis should be placed on 
the responsibility of the Controller and 
the assurance to him of adequate author- 
ity and facilities. The scope of his re- 
sponsibilities should be fixed by the 
Board of Directors, and he should report 
periodically to them, in addition to mak- 
ing his customary reports to the operat- 
ing management. 

The Controller or chief financial officer 
should sign the published financial state- 
ments of his company, even in those cases 
where the statements are accompanied by 
the report of the independent public ac- 
countant. 

Independent and efficient accounting 
and internal auditing departments are a 
vital factor in assuring the accuracy of 
the books and published reports. The 
importance of the Controller or internal 
auditor in these connections is paramount 
and the Board of Directors should take 
an active interest in his selection. 
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3. Adoption of Natural Business Year in 
Lieu of Calendar Year 


The Natural Business Year of the in- 
dustry in which a company is engaged 
is recommended, unless impracticable for 
special reasons, as the fiscal year of the 
company instead of the Calendar Year. 
The more general adoption of the natural 
business year by companies in each in- 
dustry would to a large extent smooth 
out the huge peaks of audit work which 
now occur in the early part of each calen- 
dar year. By adopting a Natural Busi- 
ness Year which conforms to the true 
business cycle of the particular industry, 
corporations may simplify their prob- 
lems of year end adjustment and reduce 
the cost of stock-taking, besides permit- 
ting a more efficient and more economical 
audit. The income account of a com- 
pany based on a completed cycle of a 
normal year’s operations would give the 
investor a fairer picture of the operations 
of his company. Reports of companies in 
the same field of business would be di- 
rectly comparable, as almost all indus- 
tries have their own clearly defined nat- 
ural business years. 


4. Appointment of the Independent Pub- 
lic Accountants Early in the Fiscal Year 


The appointment of the independent 
auditor early in the fiscal year appears 
eminently desirable, so that part of his 
work may be done during the year and he 
may be free to make an examination of 
any phase of the company’s operations 
at any time. 

In conclusion, your Subcommittee de- 
sires to call attention again to the evolu- 
tionary character of accounting and au- 
diting procedures and to recommend that 
the Exchange continue as it has in the 
past to welcome collaboration from cor- 
porations, professional accountants, con- 
trollers and others engaged in formulat- 
ing improvements in practices. We be- 
lieve that such activity will in the future 
as it has in the past, add to the safe- 
guards provided to investors in listed 
companies. 


Copies of the report have been sent 
to the presidents of companies having 
securities listed on the Exchange, and 
to the members of the Exchange. In 
transmitting copies of the report to 
companies having securities listed on 
the Exchange, Mr. John Haskell, vice- 
president of the Exchange, said: 
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“The report represents a review of 
recent developments and trends of 
thought in auditing matters and in- 
cludes certain recommendations which 
appear sufficiently important and prac- 
ticable to warrant endorsement by the 
New York Stock Exchange. The Com- 
mittee on Stock List believes that these 
recommendations are a step forward 
in the evolutionary progress of corpo- 
rate procedure and would appreciate 
the continued cooperation of listed 
companies in according them favorable 
consideration. These recommendations 
to some extent have already been put 
into practice by a number of the listed 
companies and it is the feeling of the 
Committee that in view of their de- 
sirability the use of these procedures 
should be broadened as far as prac- 
ticable. 

“It is also the intention of the Com- 
mittee on Stock List to discuss these 
recommendations with applicants for 
listing for the purpose of extending 
their use in so far as they may be ap- 
plicable.” 

Controllers undoubtedly will be 
greatly interested in the recommenda- 
tion by the Exchange that the control- 
ler ‘should sign the published finan- 
cial statements of his company, even 
in those cases where the statements are 
accompanied by the report of the in- 
dependent public accountant.” This 
procedure, if brought into general use, 
would constitute a sweeping change. 

The Exchange merely suggests these 
changes; it may insist on their incorpo- 
ration in new listing agreements, as 
made; and it will use its influence to 
bring about voluntary adoption of the 
changes recommended, by business 
concerns having securities listed on the 
Exchange. 

The report, and the recommenda- 
tions, are significant as indicating the 
trend of thought of bodies having 
some degree of regulatory power. 


THE ECONOMICS OF BUSINESS EN- 
TERPRISE, by Walter Rautenstrauch, 
LL.D., professor of industrial engineering 
in Columbia University. John Wiley & 
Sons, Inc., New York, New York. 460 
pages. $4. 

This book has been written to give stu- 
dents in engineering some instruction in 
the economics of business processes. 


The Controller, September, 1939 
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WHAT ONE CONTROLLER 
REPORTS TO BOARD 


The making of monthly reports to 
executive officers and Boards of Direc- 
tors of business concerns constitutes 
one of the more important functions 
of controllers. The forms and con- 
tents of such reports vary widely, and 
there is little uniformity in evidence, 
either as to the ground covered or as 
to the form in which the information 
is transmitted. These reports form a 
fertile field for study, but it is difficult 
to make such a study in a thorough 
going fashion because the reports are 
usually regarded as confidential and 
not to be made available for analysis. 

By eliminating actual figures, and 
showing only captions, Mr. Ernest L. 
Olrich, president of Munsingwear, 
Inc., of Minneapolis, a member of The 
Controllers Institute of America, has 
found it possible to make available to 
THE CONTROLLER an outline of the 
scope of the report which the control- 
ler’s department of his company makes 
each month to the directors. Mr. Ol- 
rich was formerly controller of Mar- 
shall Field and Company, and has been 
a member of The Controllers Insti- 
tute of America since early in 1934. 

There is presented here an index of 
the contents of the report made each 
month by the controller of Munsing- 
wear, Inc., Mr. Fred E. King, who is 
also a member of The Controllers 
Institute of America: 


MUNSINGWEAR, INC. 
INDEX OF REPORTS 


1. Bank Balances—June 16, 1939 
and 1938. 
2. Financial Statistics—Week End- 
ing June 9, 1939. 
3. Balance Sheet—May 31, 1939 and 
1938. 
4. Balance Sheet Schedules—May 31, 
1939 and 1938. 
a. Cash in Banks and on Hand. 
b. Customers’ Accounts Receiv- 
able. 
Miscellaneous Accounts Receiv- 
able. 
c. Inventories. 
Inventory Reserve. 


d. Deferred Charges and Prepaid 
Expenses. 

e. Miscellaneous Accounts Pay- 
able. 
Accrued Miscellaneous. 
Reserve for Income Taxes. 

5. Operating Statement—Periods 
Ended May 31, 1939 and 1938. 
a. Analysis of Unfavorable Vari- 

ances. 

6. Analysis of Net Sales and Gross 
Profit. 

a. May, 1939 and 1938. 
b. January 1, to May 31, 1939 
and 1938. 

7. Other Income and Income Charges 
—Periods Ended May 31, 1939 
and 1938. 

8. Analysis of Manufacturing Ex- 
pense, Periods Ended May 31, 
1939 and 1938. 

9. Comparison and Explanation of 
Items Included in the Loss for the 
First Five Months of 1939 Com- 
pared with the Same Period of 
1938. 

10. Analysis of Inventory, Production 
and Sales—December 31, 1938 
through May 31, 1939. 

11. Production at List Price—Finished 
Stock. 

a. May, 1939 and 1938. 
b. January 1 to May 31, 1939 
and 1938. 

12. Gross Sales and Returns and Net 
Sales—Periods Ended May 31, 
1939 and 1938. 

13. Analysis of Tax Expense—January 
1 to May 31, 1939 and 1938. 

14. Analysis of Reserves. 


15. Outstanding Contracts for Raw 
Materials. 


In subsequent issues of THE Con- 
TROLLER, the details of the fifteen 
items listed will be presented. 


Inventory Taking a Pressing Subject 

A subject which will be on the tongues 
of many who attend the Eighth Annual 
Meeting of controllers on October 9 and 10 
will be the proper course to pursue with 
respect to inventory taking, and public ac- 
countants’ part in it. 








Some Newly Enacted Social Security 
Taxes Are Retroactive 


The Committee on Social Security 
Procedure, of The Controllers Insti- 
tute of America, calls attention to the 
fact that new taxes which are retroac- 
tive were written into the Social Se- 
curity Act by the recently enacted 
amendments. It is felt that many 
business concerns will overlook these 
new payments, unless they are specifi- 
cally called to their attention. 

Employer taxes are due on all wages 
(as defined) paid since January 1, 
1939, to persons more than 65 years 
of age. 

Employee taxes are due with respect 
to the employment of all persons over 
65 years of age since January 1, 1939, 
if such persons are still in the employ 
of the employer, or if not employed, 
to the extent that the employer owes 
any such employee any wages unpaid 
at any time within ninety days after 
the effective date of the act. This was 
effective upon enactment, and is retro- 
active to January 1, 1939. 

Sections 905 and 907 of the Social 
Security Act Amendments of 1939 
read: 


Two OF THE AMENDMENTS 


Sec. 905 

(a) No service performed at any 
time during the calendar year 1939 by 
any individual shall, by reason of the 
individual having attained the age of 





AXES which are payable now 

—newly enacted in the amend- 
ments of the Social Security Act 
| which were voted by Congress 
| late in its recent session —may be 
overlooked by many business con- 
cerns, it is pointed out by the 
Committee on Social Security Pro- 
cedure of The Controllers Instt- 
| tute of America. The Committee 
| calls attention to the two sections 
of the amendments in which these 
taxes are levied, and suggests that 
employers give them due cog- | 
| Mézance. —THE Epiror. 











sixty-five, be excepted from employ- 
ment as defined in Section 1426(b) 
of subchapter A of chapter 9 of the 
Internal Revenue Code. Paragraph (4) 
of such section (which excepts such 
service from employment) is repealed 
as of the effective date thereof, and 
paragraph (4) of Section 811(b) of 
the Social Security Act is repealed as 
of January 1, 1939. The tax on em- 
ployees imposed by Section 1400 of 
such subchapter and the tax on em- 
ployers imposed by Section 1410 of 
such subchapter, and the provisions of 
law applicable to such taxes, shall ap- 
ply with respect to remuneration paid 
after December 31, 1938, for service 
which, by reason of the enactment of 
this section, constitutes employment as 
so defined. 

(b) Notwithstanding any other pro- 
vision of law, no employer shall be 
liable for the tax on any employee, 
imposed by Section 1400 of such sub- 
chapter (unless the employer collects 
such tax from the employee), with re- 
spect to service performed before the 
date of enactment of this Act which 
constitutes employment by reason of 
the enactment of this section, except 
to the extent that the employer has 
under his control at any time on or 
after the ninetieth day after such date 
amounts of remuneration earned at 
any time by the employee. 


Sec. 907 

In addition to any other deductions 
made under Section 203 of the Social 
Security Act, as amended, deductions 
shall be made from any primary in- 
surance benefit or benefits to which an 
individual is entitled or from any other 
insurance benefit payable with respect 
to such individual’s wages, until such 
deductions total 1 per centum of any 
wages paid him for services performed 
in 1939, and subsequent to his attain- 
ing age sixty-five, with respect to which 
the taxes imposed by Section 1400 of 
the Internal Revenue Code have not 
been deducted by his employer from 
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his wages or paid by such employer. 

The Committee on Social Security 
Procedure, of The Controllers Institute 
of America, makes these comments: 

“The new section 905 follows the 
new provisions of Section 1426(a) 
and (b) under which persons over 65 
years of age are included as subject to 
the taxing provisions of the act, after 
January 1, 1940. By the terms of Sec- 
tion 905, employer taxes are due on 
all wages (as defined) paid since Jan- 
uary 1, 1939, to persons over 65 years 
of age. 

“The new section 907 of the Social 
Security Act Amendments of 1939 
provides that the government shall de- 
duct from any benefits payable, any 
unpaid balance of the 1 per centum 
tax upon the employee for employ- 
ment during the year 1939 and after 
he became sixty-five years of age where 
the tax has not been deducted while he 
was in the employ of the company. 
This is effective upon enactment.” 





Much Hysteria about 
This Inventory Business 


A controller writes to The Con- 
trollers Institute of America: 

‘After all, there has been much 
hysteria about this inventory bust- 
ness. Just because one concern 
| misrepresented its inventory con- 
| dition, everybody has immediately 
| considered that therein lies a low 
| joint in every manufacturing con- 
| cern’s road-bed which must be im- 
mediately lined up, and in conse- 
quence those who have been most 
| meticulous and particular of their 
inventory phases are being un- | 
justly and unnecessarily subjected 
_to much expense, unnecessary 
work, and great worry. It makes 
no difference how carefully any 
audit is made. If there is a crook 
in the house he will find a method 
of getting away with the family 
silver no matter how much you 


lock up the doors.” 
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Many Institute Recommendations 
Incorporated in New Revenue Act 


Chairman F. G. Hamrick, of the 
Committee on Cooperation with the 
Treasury Department, of The Con- 
trollers Institute of America, recently 
sent a memorandum to the members of 
the committee, with respect to the 
recommendations made by the com- 
mittee to the Treasury Department 
concerning desirable Amendments of 
the Federal Revenue Act, in which he 
noted that several of the Institute’s 
proposals were adopted in whole or in 
part by Congress, after having been 
approved by the Treasury Department. 


The Memorandum: 


Last fall the Treasury Department 
afforded The Controllers Institute an 
opportunity to submit its recommenda- 
tions for improvement in the Federal 
income tax laws and the administra- 
tion thereof. The Institute’s Commit- 
tee on Cooperation with the Treas- 
ury Department prepared memoranda 
which were submitted to the Treasury 
Department under dates of October 15, 
1938, and November 30, 1938 (copies 
of which appeared in THE CONTROL- 
LER in December, 1938 and May, 
1939). Part of the Committee’s sug- 
gestions related to revision in the 
Federal tax laws and part to adminis- 
trative procedure. Of those recom- 
mended by the Committee calling for 
revision in the tax laws, the following 
were approved in whole or in part by 
the Treasury Department, and the 
Treasury's recommendations with re- 
spect thereto were incorporated by Con- 
gress in the New Revenue Act: 


(1) The Committee recommended 
that the “last-in first-out” method of 
valuing inventories and costing sales 
be permitted, at the option of the tax- 
payer, for those industries in which 
it represents sound accounting practice 
and in which it 1s consistently used in 
the taxpayer's books of account. 

In the revised Section 22(d), the 
new Act incorporates the Committee's 
recommendations except that it re- 
quires the taxpayer electing to use this 


method of valuation, to value his in- 
ventory at cost. 

(2) The Committee urged the res- 
toration of the provision for carrying 
forward net losses. 

The new Act permits corporations 
to carry over for a two-year period 
their operating losses for 1939 and 
subsequent years, the provision con- 
taining some restrictions not contem- 
plated in the Committee’s recommen- 
dation. 

(3) The Committee recommended 
that capital losses of business cor pora- 
tions be allowed without limitation. 

In the new Act, the $2,000 limita- 
tion as to capital losses is repealed 
effective with 1940, except in the case 
of personal holding companies. Long- 
term capital losses (on assets held for 
more than 18 months) are allowable 
as an offset against ordinary income. 
Short-term capital losses (on assets 
held for not more than 18 months) 
may be offset only against short-term 
capital gains for the same year, and 
any balance, if not in excess of the 
net income for the year, may be ap- 
plied against short-term capital losses 
for the succeeding year. 

(4) The Committee suggested the 
adoption of legislation to clarify the 
situation created by the Hendler de- 
c1SI0N. 

The confusion and uncertainty aris- 
ing in reorganizations as a result of the 
Hendler decision is now fairly well 
cleared up by the new Act. 

(5) The Committee recommended 
that for the purpose of the foreign tax 
credit “entire net income’ should be 
after deducting credits for interest on 
United States Government obligations 
and 85 per cent. of dividends from 
domestic companies. 

This suggestion is incorporated in 
the new Act effective with 1940. 

(6) The Committee recommended 
that, if retained, the capital stock tax 
should provide for annual redeclara- 
tions and the excess-profits tax should 
exclude from income capital gains and 
losses. 
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Partial recognition is given to these 
recommendations. The action in this 
connection may be best summarized 
by quoting the following from the 
Ways and Means Committee report: 


“Corporations are given the right to 
increase their capital-stock tax valua- 
tions for the fiscal years ending June 
30, 1939, and June 30, 1940, but not 
to decrease such value for such years. 
Under the existing law, corporations 
are entitled to a new declaration (either 
lowering or raising their capital stock 
value) for capital-stock tax purposes 
for the fiscal year ending June 30, 
1941.” 


The Institute does not claim credit 
for securing the adoption of the pro- 
visions referred to above because there 
were many other organizations advo- 
cating the adoption of some or all of 
them, but it is reasonable to believe 
that The Institute’s presentation had 
considerable weight with the Treasury 
Department in arriving at the recom- 
mendations which it made to Congress. 


Year’s Activities of 
Philadelphia Control 

The Philadelphia Control has published 
the report of Mr. Daniel H. Schultz, who 
was president of the Control during the 
year ending June, 1939, which contains de- 
tailed information concerning the Control 
and its activities during that year. 

Officers and committees are named; a 
list of new members elected during the year 
is included; also a list of the regular din- 
ner meetings with the names of the speak- 
ers and their subjects; a list of tixe luncheon 
meetings held, with the names of the dis- 
cussion leaders and subjects; a list of the 
golf matches held during the season, of 
which there were four; a list of the di- 
rectors’ luncheon meetings; statistics con- 
cerning membership, which show that the 
Control closed the year with a membership 
of eighty; a statement of the average at- 
tendance at the regular meetings, the lunch- 
eon meetings and the golf matches; an- 
nouncement that twenty-five of the members 
attended the Annual Meeting of The Con- 
trollers Institute of America in September, 
1938, in New York City; announcement 
that Mr. T. W. Dinlocker proved himself 
to be the best golfer, and that Mr. George 
Taylor proved himself to be the longest 
driver; a financial statement of the Con- 
trol which shows that it closed the year 
with a neat balance in the bank, and an 
official membership list. 

It is a worth while publication. 


July’s Securities Registrations 

During July, 1939, a gross amount of 
$232,712,000 of securities were registered 
under the Securities Act of 1933, according 
to an analysis prepared by the Research and 
Statistics Section of the Trading and Ex- 
change Division, a sizeable decrease from 
last year’s figures. 








Convention Time for Controllers, 
October 9 and 10, New York City 


As this material is prepared for pub- 
lication, the program of the Eighth 
Annual Meeting of The Controllers 
Institute of America is complete with 
the exception of two details. The 
Committee believes that by the time 
the September issue of THE CONTROL- 
LER reaches members of The Institute 
these last assignments will have been 
made, and the program completed, at 
a date earlier than ever in the history 
of the annual meetings. 

This forehandedness has produced 
a program which the Committee feels 
will be of exceptional value and inter- 
est to all controllers. The Committee 
has been hard at work since last spring 
and offers what it believes is an out- 
standing program. All sessions will 
be held at the Waldorf-Astoria Hotel, 
New York City, October 9 and 10. 

The program has been built around 
the most important development of the 
year, namely, the question which has 
been uppermost in the minds of busi- 
ness executives as to how the assets 
of corporations may best be protected 
and the related question whether an in- 
crease in the responsibilities and au- 
thority of controllers will provide the 
added protection that business feels is 
necessary. 

Related to this subject also is the 
division of responsibility and work be- 
tween controllers’ departments on the 
one hand, and public accountants on 
the other; and the question as to the 
effectiveness of the added check made 
by public accountants. 


CONTROLLERSHIP UNDER CLOSE 
SCRUTINY 


Perhaps at no time in the history 
of controllership has this calling been 
under closer scrutiny and study than in 
the past eight or nine months. Lead- 
ers in this field believe that this has 
been an excellent thing for control- 
lership and that it will, as it has al- 
ready in many instances, result in the 


By E. B. Nutt, 


Chairman, Convention Committee 


strengthening of the hands of control- 
lers as one practical method of pro- 
tecting the assets of a corporation. This 
strengthening of the hands of control- 
lers usually has taken the form, first, 
of preparing a definition of their du- 
ties which is not limiting in its effect, 
and, second, of conferring on control- 
lers authority commensurate with the 
responsibilities placed on them. 

The session of the coming Eighth 
Annual Meeting in which this whole 
subject will be studied and commented 
upon will take place Tuesday after- 
noon, October 10, under the chairman- 
ship of Mr. Kenneth E. Armstrong, 
controller of Marshall Field & Com- 
pany, Chicago. The points of view of 
controllers, of public accountants, of 
management and of a governmental 
agency will be set forth in this meet- 
ing. 

Mr. Victor H. Stempf, a certified 
public accountant of New York City, 
will present the point of view of that 
calling. Mr. Henry C. Perry, con- 
troller and treasurer of Heywood- 
Wakefield Company, Gardner, Massa- 
chusetts, a former president of The 
Controllers Institute of America, will 
present the point of view of the con- 
troller. Chairman Jerome N. Frank 
of the Securities and Exchange Com- 
mission will present the governmental 
point of view. An invitation also has 
been extended to the president of a 
well-known corporation to present 
management’s point of view. Time 
will be allowed for presentation of 
questions in the last hour of this meet- 
ing, and for the making of comments. 


EMPLOYER-EMPLOYEE RELATIONS 


The Committee in charge of the 
program believes that employer-em- 
ployee relations present the next most 
important subject with which control- 
lers must familiarize themselves. Ar- 
rangements were made for an entire 
afternoon session on Monday, October 
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9, to be devoted to study of that ques- 
tion. Miss Frances Perkins, Secretary 
of Labor, will speak on this program 
and present the governmental point of 
view. President Roy W. Moore, of 
Canada Dry Ginger Ale, Inc., who has 
made special studies in this field, will 
present management's point of view. 
Mr. Thomas J. Ross, well known pub- 
lic relations counselor, who has served 
many large corporations, also will 
speak on this subject. 


THE 1939 FEDERAL REVENUE ACT 


The provisions of the 1939 Federal 
Revenue Act will be examined and 
analyzed in a meeting to be held Mon- 
day morning, October 9, at which an 
address will be delivered by Mr. Ells- 
worth C. Alvord, prominent tax con- 
sultant and attorney of Washington, 
D. C., who was heard on the program 
of The Institute’s Annual Meeting a 
year ago. Mr. Alvord will discuss 
the application and probable effects of 
the changes made in the Federal Reve- 
nue Act. Mr. F. A. Ulmer, treasurer 
of the Monsanto Chemical Company, 
St. Louis, will present a paper on 
“Relief from Unfair Tax Assessment 
and Collection,” as a part of the pro- 
gram. 

Meetings of national committees of 
The Controllers Institute of America 
will be arranged for the lunch period 
Monday noon, October 9. 


NATURAL BUSINESS YEAR 


Four group conferences have been 
arranged. Each of these will be under 
the direction of one of the Controls of 
The Controllers Institute of America. 
The Chicago Control will be in charge 
of a meeting devoted to discussion of 
“Advantages of the Natural Business 
Year versus the Calendar Year.’” Ar- 
rangements are in the hands of Mr. 
J. A. Donaldson, of Montgomery 
Ward & Company, who is president 
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of the Chicago Control. He will pre- 
side over this conference. A paper 
will be presented by Mr. Walter Mit- 
chell, Jr., director of surveys of Dun 
& Bradstreet, who is a member of the 
Natural Business Year Council. Con- 
trollers of several companies which 
have gone on a natural business year 
basis will describe their experiences 
and during the discussion the disad- 
vantages of making such a change will 
be brought out. This session will take 
place Monday evening, October 9, at 
7:30 o'clock. 


CENTRALIZATION VS. DECENTRALI- 
ZATION 


The second group conference will be 
on “‘Centralization versus Decentraliza- 
tion of Accounting Records.” Respon- 
sibility for this group conference has 
been assumed by the Connecticut Con- 
trol. Mr. Louis M. Nichols, of the 
General Electric Supply Corporation, 
Bridgeport, president of that Control, 
will be chairman of the conference. 
The case for centralization of records 
will be presented by Mr. John H. Gil- 
bert, of the Chase Brass & Copper 
Company, Waterbury. The case for 
decentralization will be presented by 
Mr. J. F. Twomey, of the National 
Dairy Products Corporation, New 
York City. This conference will take 
place Monday evening, October 9, at 
7:30 o'clock. 


INTERNAL AUDITING 


The Pittsburgh Control has assumed 
responsibility for a group conference 
to be devoted to discussion of ‘‘Meth- 
ods of Internal Auditing.”” Mr. A. V. 
Murray, of William B. Scaife & Sons 
Company, Oakmont, Pennsylvania, will 
be chairman of this group conference. 
Papers will be presented by Mr. Vine 
F. Covert, assistant controller of the 
Westinghouse Electric & Manufac- 
turing Company, Pittsburgh, and Mr. 
Norman K. Schaller, of the Superior 
Steel Corporation, Pittsburgh. Mr. 
John M. Auty, of the Pittsburgh Screw 
& Bolt Corporation, is president of 
the Pittsburgh Control. This confer- 
ence will take place Tuesday morning, 
October 10, at 10 o'clock. 
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BUSINESS FORECASTS 


A fourth group conference will be 
devoted to ‘Business Forecasts.” This 
will be under the management of the 
New York City Control, with Mr. 
Louis W. Jaeger, of the Colonial Op- 
tical Company, Inc., New York, as 
chairman. The principal address will 
be delivered by Mr. D. Murray Shields, 
economist of the Irving Trust Com- 
pany. Mr. Shields has appeared twice 
before the New York City Control, the 
second time by special request. All 
who attend this conference will be ex- 
pected to participate, as Mr. Shields 
will pose certain very pertinent ques- 
tions. From the replies very definite 
conclusions will be reached. This is 
expected to be one of the most im- 
portant of the meetings on the pro- 
gram. The conference will take place 
Tuesday morning, October 10, at 10 
o'clock. 

These four group conferences, to- 
gether with the discussion of the 1939 
Federal Revenue Act, will constitute 
the technical portion of the program. 

The closing dinner will be addressed 
by Mr. Thomas I. Parkinson, President 
of the Equitable Life Assurance Society 
of the United States. 

Registration a year ago at the Seventh 
Annuai Meeting of The Institute 
passed seven hundred and it is ex- 
pected that this year’s attendance will 
be even larger. Final programs and 
reservation order blanks will be in the 
mail early in September to members of 
The Institute and others. 


CONTROL OFFICERS TO CONFER 


A new feature of the program for 
the Eighth Annual Meeting is a ses- 
sion for incoming and outgoing presi- 
dents and secretaries of Controls for 
the purpose of discussing problems of 
Control operations in detail. This 
will be the first conference of its kind 
ever conducted by The Institute and 
it is believed that much benefit will 
flow from an exchange of experiences, 
and a presentation of reports as to 
methods and activities that have 
worked out successfully. The results, 
it is hoped, will be to make the Con- 
trols and their activities more useful 
than ever to members of The Institute. 
This meeting will be held Sunday 





afternoon, October 8, at the Waldorf- 


Astoria Hotel. Suggestions are now 
being received concerning topics to be 
included in the program. President 
Roscoe Seybold, of The Controllers 
Institute of America, will preside. It 
is expected that several former presi- 
dents of The Institute will attend, as 
well as members of the National Board 
of Directors. 

The Committee has made up its 
program with the thought that those 
who wish to devote time to the World’s 
Fair will come a few days early, or stay 
over after the close of the Annual 
Meeting. 


Utility Accounting Conference 
at Chicago in November 

The Third National Accounting Con- 
ference, under the auspices of the Edi- 
son Electric Institute, will take place this 
year at the Edgewater Beach Hotel in 
Chicago on November 13, 14, 15. The 
Planning Committee has tentatively con- 
sidered the shortening of the general ses- 
sions to those of Tuesday and Wednesday 
mornings, the balance of the time to be 
devoted to separate group meetings com- 
prising the work of the various commit- 
tees. 

The number who attended the confer- 
ence last year at Chicago was more than 
600. This year the committee looks for- 
ward to an even greater number. 


Printing Calculator Announced 

Remington Rand, Inc., announces 
what it describes as a new printing 
calculating machine which is known as 
a printing calculator. The claim is 
made that it is the first machine of its 
kind. 

Describing this machine, the com- 
pany says: “In addition to standard 
listing, adding and direct subtracting 
features, the printing calculator multi- 
plies and prints on the tape a complete 
record of every multiplication problem 
—multiplicand, multiplier and _prod- 
uct. Since only one line is printed for 
each digit of the multiplier, the ma- 
chine conserves a sizable amount of 
adding machine paper. A multiplier 
counting dial eliminates the need for 
counting or listening to the number of 
cycles made by the machine.” 


Controllers have been planning for 


months to attend the Eighth Annual Meet- 
ing of The Controllers Institute of Amer- 
ica on October 9 and 10, at the Waldorf- 
Astoria Hotel, New York City. 


will be welcome. 


Visitors 











Safeguarding Disbursement of Funds 


The subject of safeguarding the dis- 
bursement of funds has been suggested 
by a request from a prominent control- 
ler, addressed to the Committee on 
Technical Information and Research. 
While not attempting to treat the sub- 
ject exhaustively the thoughts brought 
out by this investigation of current 
practices may be helpful to some con- 
trollers. 

Any consideration of disbursements 
depends largely on one’s viewpoint. 
To the green office boy, check signing 
may seem an almost holy rite which 
can not be disturbed lest the signer 
make some terrible mistake. To the 
fiduciary assistant treasurer it may ap- 
proximate a copy book exercise which 
can be and often is reduced to a ma- 
chine operation. The active treasurer 
may consider it a burden but gets the 
“feel” of current trends by watching 
the size of certain checks, and certainly 
there is some safeguard when he signs 
them. 

To the controller, however, the dis- 
bursement routine is a matter of su- 
preme importance not only in the 
methods and forms that are used but 
also in the selection of personnel in- 
volved, in the daily vigilance necessary, 
in the budget comparisons, and in 
many cases even in the general sig- 
nificance of individual items appearing 
on disbursement sheets. 


SUBJECT TO FREQUENT REVIEW 


Controllers do not need to be told 
that the disbursement system must be 
tailored to fit each business. However, 
it is not every controller who realizes 
the importance of adjusting it to each 
new circumstance as it arises, thinking 
his way clear through the effect of 
Organization changes, the opening of 
branches, the absorption of new prop- 
erties, the handling of special events, 
and the like. Some controllers need 
to be told that a system that was seem- 
ingly holeproof five years ago may be 
full of holes today. Many controllers 
can avoid future embarrassment and 
perhaps heavy loss by a_ periodical 


By Henry D. Minich 


‘‘look-see’”” that really gets down to 
details. As a matter of fact I doubt 
very much if any controller has a per- 
fect system of disbursement. 

When just a cub assistant I was im- 
pressed by the all-embracing common 
sense of a simple appraisal of auditing 
in general—"‘the main thing is to see 
that you get what you pay for and that 
there is an invoice for everything that 
goes out.” If there are ‘‘seven pillars” 
of controller wisdom these certainly 
must be two of them and “to see you 
get what you pay for” is the epitome 
of disbursement theory and practice. 

Normally it is the responsibility of 
other officers to determine who is on 
the pay roll and their rates, what is 
to be purchased, what the price is, and 
when it is to be paid for, but it is a 
natural and usual responsibility of the 
controller to see that the materials and 
services are received, that the prices 
are as agreed, and that payment is 
made as intended. 

To be sure there are other control- 
lership functions bordering on dis- 
bursements—such as budget practice, 
stock records, labor records, and the 
like, but perhaps the one most funda- 
mental requirement is to see that the 
company ‘‘gets what it pays for.” 








| HE subject discussed in this 
article is one of perennial in- 
| terest and importance to control- 
lers. This article was inspired by 
a request made to THE CONTROL- 
LERS INSTITUTE OF AMERICA that 
a few controllers, members of The 
| Institute, be asked to describe the 
| procedures which they have in op- 
eration. Mr. MINICH 7s chairman 
of the Committee on Technical In- | 
| formation and Research. He con- 
| ducted the inquiry which had been 
requested. The information which 
| it yielded was transmitted to the | 
inquirer. This article is based on 
the information which was devel- 


oped. 


—THE EDpITor. 
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This means, of course, that provi- 
sion must be made for knowing that 
purchases were properly authorized, 
that prices charged are as agreed, that 
duplicate payments are not made, that 
inspection is regulated, that losses are 
properly handled, and that claims are 
filed when necessary, and invariably 
followed up. It means that payrolls 
are not padded, that time reports are 
intelligently controlled, that piece work 
and incentive systems are well regu- 
lated and frequently checked. 


WHAT CONTROLLER MUST 
WATCH For 


Expense reports are in a sense pur- 
chases, and their reimbursement calls 
for seeing that the company gets what 
it pays for. Contributions, taxes and 
the like may be devoid of visible re- 
turn but to know that they are genuine 
and properly approved is a control- 
ler’s duty. Fees, service contracts and 
other such intangible values that are 
not so subject to routine check may 
require personal knowledge of the con- 
troller and his most mature judgment 
to safeguard a company’s interests. It 
is part of the problem to assure funds 
actually going to the payee and not to 
someone else. 

As long as human nature is what it 
is the type of people who look for 
something for nothing will always 
seek methods of circumventing dis- 
bursement routine and diverting funds 
for personal desires. The devious ways 
would fill an interesting but depressing 
book. Two plans discovered within 
two weeks of getting acquainted in a 
new position indicate the alertness 
that is constantly needed. 


Two EXAMPLES 


In one case certain innocent looking 
tax vouchers passed through the nor- 
mal routine and were even audited by 
professionals for several years until it 
was discovered that checks were briefly 
sidetracked to a private office and an- 
other name added as an alternate 
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payee. Checks were returned, recon- 
ciled, and filed; distributions were 
made. On occasion, branch expenses 
showed rather extraordinary items but 
as first one location and then another 
was concerned, and as everyone knew 
taxes were a burden, no one took the 
trouble to delve into the detail. The 
alternate payee (who happened to be 
the officer handling taxes!) merely 
added his own name, deposited in a 
bank where he was favorably known 
and from time to time transferred to 
other personal accounts, leaving the 
vouchers to show a trail that was diff- 
cult to question. 

Persons long dropped from employ- 
ment were retained on a_ payroll. 
Checks were personally delivered by 
the one who made them up and a 
forged endorsement was all that was 
necessary. 

These and other losses ran to a total 
of nearly $300,000 all of which might 
have been prevented by proper safe- 
guards of disbursements. This particu- 
lar loss and the general annoyance and 
disturbance of indictment, lawsuits, 
and so on, would all have been avoided 
if the first principles of organization 
had been followed. And it is significant 
that the revelation came from the 
rather casual but searching conversa- 
tions of a new controller making plans 
for his administration. 


COVER PURCHASE-PAYMENT CYCLE 


Organization monstrosities such as 
this case (a large and well known com- 
pany) provide opportunities galore for 
the business parasite, but if keenly 
observed they also give the inquiring 
controller particular spots to investi- 
gate and check. With purchasing under 
manufacturing, for example, it is nat- 
ural to look for strange alliances with 
suppliers, especially among the small 
and less known ones. If the paymas- 
ter disburses the payroll he prepares 
there is every reason to wonder about 
his moral stamina. If a purchasing 
department is a ‘‘closed corporation” 
a controller may be justified in some 
circumspect and very diplomatic out- 
side check of practices and prices. 

In fact I would say that a smart con- 
troller interested in sateguards of dis- 
bursements would first study the or- 


ganization chart and prepare a flow 
chart covering every normal and ex- 
traordinary movement in the purchase- 
payment cycle. If these are not clear 
he obviously has an important pre- 
liminary job to do. 

With organization clear and well 
defined an experienced controller will 
of course adopt the best plan he can 
devise for a particular business, but, 
having adopted it, he will realize that 
others are likely to be trying to find 
new ways for the diversion of funds 
and at no time will he rest content. He 
will rotate personnel. He will follow 
through thoroughly all the detail of 
one phase of disbursement and later he 
will examine the routine in another 
phase—thoroughly. He will probably 
not jump at conclusions but will make 
written and mental notes and watch. 
When he is sure of his facts action will 
be swift and decisive. An example 
may be necessary. But above all he 
will try to remove temptation. The 
controller's job is to protect the com- 
pany from unscrupulous suppliers and 
employees, but he should also try to 
protect employees from themselves. To 
succeed in a broad guaged manner and 
without espionage is indeed a task 
worthy of his high profession. 

Even in a thoroughly seasoned busi- 
ness—but still more often in a younger 
one—new conditions arise and new 
methods of selling take the place of 
old. Functions outside of the con- 
troller’s department may be divided or 
consolidated. A new management may 
have new ideas. All these things and 
more effect disbursement routine in 
one way or another. Resourceful sub- 
ordinates may adapt existing methods 
without raising questions. In many 
cases they may be quite all right but in 
others they may overlook some angle 
so that in time variations change the 
situation in important respects and 
leave wide gaps in an otherwise well- 
worked-out plan. Most changes must 
be met by change. 


CONTROLLER RESPONSIBLE FOR 
ACCOUNTS PAYABLE AND VOUCHER 
DIvIsIONS 


While most disbursement routine 
must be tailored, a few generally ac- 
cepted standards seem to prevail, as 


The Controller, September, 1939 315 


indicated by a recent survey of a group 
of representative businesses. In the 
majority of well run organizations the 
controller’s department is responsible 
for voucher preparation and approval, 
while the treasurer is responsible for 
signing or co-signing. Often the treas- 
urer approves all vouchers over a cer- 
tain minimum. Without exception in 
the companies studied the Accounts 
Payable and Voucher Divisions were 
under the responsibility of the con- 
troller or similar officer, such as the 
General Auditor. Usually someone 
other than the voucher clerk—such as 
chief clerk or office manager—checks 
the voucher preparation before the 
controller finally approves or signs. 
Seldom does the treasurer audit the 
vouchers or have anyone audit them on 
his behalf. 

The difficulties I find are mainly 
four. The first two already discussed 
are poor organization and the frequent 
laissez-faire attitude so often found 
once a system is installed. The other 
two are perfunctory approvals—often 
due to placing too much responsibil- 
ity on the voucher clerk—and the fre- 
quent neglect of the mail department 
or other factors in the physical release 
of checks. 





DivipE FUNCTIONS OF VOUCHER 
APPROVAL 


Unless the controller and treasurer 
are one, and the work divided among 
assistants (which may accomplish the 
same thing in another way) I should 
prefer, where practical, to divide some 
functions of voucher approval between 
these two officials—setting up a form 
of cross check between departments. 
The psychology of two viewpoints is 
quite different from that of ‘checking 
the checkers.” This need not mean 
duplication—except for a minor ele- 
ment of handling—if, for example, 
one is responsible for prices and ex- 
tensions and another for purchase 
order authority and receipt of goods. 
This may seem contrary to the usual 
principle of error in divided authority, 
but actually this need not be disturbed 
while yet maintaining a dual interest 
in accuracy, something more than per- 
functory signatures by those who have 
no opportunity to control the checking, 
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and, above all, utilizing that powerful 
trait of human nature in office organi- 
zations—the delight in finding an- 
other department at fault—if given 
any opportunity. 

If this ever has a value certainly 
it should be used in safeguarding dis- 
bursement of actual funds. Notwith- 
standing the possible criticism of this 
plan I personally feel it is superior to 
a plan where pressure of work and 
confidence in his own subordinates 
tends to make a rather casual affair of 
a chief clerk’s or auditor’s approval 
which in actual effect may virtually 
leave the controller dependent on a 
minor clerk. 


Mait OFTEN INADEQUATELY 
SUPERVISED 


The mail department—at the be- 
ginning and end of so many transac- 
tions—can not be overlooked in a 
scheme of careful disbursement. A 
method most thoughtfully devised may 
be of little avail if mail can be inter- 
cepted. It may provide as much tempta- 
tion as to have the payroll actually paid 
out by the one who makes it up. 

Since the mail is often inadequately 
supervised—to keep overhead at a 
minimum—the section head who is 
often a junior may be quite innocently 
influenced (especially by an important 
looking individual with an imposing 
title) to do things or make exceptions 
the significance of which he does not 
comprehend. This is actually what 
happened in the case of the tax vouch- 
ers described above. Therefore the mail 
routine should be very specific and its 
head should be encouraged to live up 
to it to the letter unless exceptions are 
made by his immediate superior. No 
particular plan can be suggested here, 
but controllers desiring to protect dis- 
bursements can be exhorted to con- 
sider the mail department as one link 
in the chain. 

Adequate and careful files of pur- 
chase requisitions, quotations, purchase 
orders, vouchers (numerical and alpha- 
betical) cancelled checks, and the like, 
are a distinct aid to a controller’s ef- 
forts. The voucher jacket plan makes 
for orderliness and good order, and 
permits ready check and quick inspec- 


tion to say nothing of a less expensive 
audit. The mechanical side of dis- 
bursement routine is usually well done 
and if not there are too many sources 
of information to warrant further dis- 
cussion here. 

The points noted herein may be 
summed up for convenience about as 
follows: 


(1) Organization should be carefully 
studied and a chart prepared to clar- 
ify its operation. 

(2) The best possible disbursement prac- 
tice should be adopted and written 
instructions should be prepared to 
explain the flow chart used for vis- 
ualization and reference. 

(3) All changes of business methods, per- 
sonnel, routine, and the like, which 
in any way effects disbursements 
should be noted as they occur and 
appropriate instructions issued to 
avoid errors creeping in. 

(4) Vouchering should be made a dis- 
tinct function under the controller 
and a second approval arranged for 
before the controller signs either 
check or voucher. 

(5) There should be another signature 
from another department such as the 
treasurer, and if it would in any 
sense be a formality the person sign- 
ing should have the same opportunity 
as the controller for a subordinate 
to check at least some agreed upon 
aspects of the voucher. He should 
obviously have the same privilege of 
raising any questions he desires. 

(6) The physical handling of payments 
should be in other hands than those 
who prepare the vouchers, and, spe- 
cifically, the functions and personnel 
of the mail department should be 
frequently scrutinized. 


(7) Records and files in any way con- 
cerned with disbursements should be 
adequate and invariably intact and 
orderly. 


When all these angles have been 
considered and when every thing seems 
to check out all right according to 
these standards, there is only one thing 
left for the controller to be concerned 
about regarding the safeguarding of 
disbursements. He need only wonder 
where trouble will first break out and 
where a loss will first be found. Ex- 
cept for his health’s sake—he may well 
lay awake nights wondering what he 
has overlooked and what minor or 
major diversion of funds goes on al- 
most in front of him! 
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WAR PREPARATIONS IN 
GREAT BRITAIN 


Mr. Richard N. Greenwood, presi- 
dent of Heywood-Wakefield Company, 
of Gardner, Massachusetts, who is in 
Europe on a business trip, has a letter 
in “Shop News,” the house organ of 
his company, of August 11, in which 
he tells of some of the war prepara- 
tions made in England. Among other 
things he says: 

“The subject which I suppose most 
of you are interested in hearing about 
is the war situation. Oddly enough 
there is less about it in the newspapers 
over here than in our own. Most of 
the items that do appear are relative 
to the different preparedness steps that 
are being taken, and even then the 
scare headlines with which we are fa- 
miliar are not used. 

“The opinions as to whether or not 
there will be a war are about equally 
divided, but everyone here is definitely 
of the opinion that if war comes Eng- 
land is ready for it and will eventually 
win. The amount of preparatory work 
that has been done and continues is 
almost unbelievable. Just for example 
—there are now being produced here 
at least fifteen hundred large bombing 
planes a month, and there are some- 
thing like a thousand such planes in 
krance near the German border, all 
fully manned and ready to take off at a 
moment’s notice. 

“Imagine if you can Lusty’s factory 
(about the size of our own) provided 
with bomb shelters, or trenches as they 
call them, of concrete sunk in the 
ground, having side walls eighteen 
inches thick and a roof fifteen inches 
thick. Enough of these have been com- 
pleted to hold a thousand persons, and 
they are building additional ones to 
accommodate a further thousand. In 
addition they have organized special 
fire brigades and have installed large 
reserve water tanks in case incendiary 
bombs are dropped. 

“Once again I can not help think- 
ing how much better off we in the 
United States are than we are apt to 
believe when we think of our own 
troubles only!” 


Mr. Henry C. Perry, controller of 
this company, is a former president of 
The Controllers Institute of America. 
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Improvement of Methods Depends On 
Initiative of Controllers 


Inquiries made of The Controllers 
Institute of America by the Securities 
and Exchange Commission, in connec- 
tion with a survey of auditing theory 
which the Commission is conducting, 
elicited a response from The Institute 
which was in effect a statement of its 
policies and methods of operation. 

The Securities and Exchange Com- 
mission stated that it wished to com- 
pile a bibliography of recent develop- 
ments with respect to audit theory, and 
asked whether The Institute has dur- 
ing the past year promulgated or ap- 
proved any rules, resolutions, or other 
material relating to auditing theory or 
practice. 

In replying, The Institute took oc- 
casion to define its methods of oper- 
ation with respect to such matters, and 
stated that it has no power to bind its 
members with rules or resolutions. The 
statement made to the Commission 
concerning The Institute’s functions, 
and its policies with respect to such 
matters, will be of interest to control- 
lers generally as indicating the man- 
ner in which controllership procedures 
and methods are developed under the 
leadership of what is in many respects 
a professional body. 

It will be noted that The Institute’s 
policies are similar to those of profes- 
sional organizations generally, in that 
the organization serves to bring to 
light information concerning proce- 
dures and methods that are being fol- 
lowed by controllers of business con- 
cerns generally, and by discussion and 
comparison indicates indirectly what 
procedures seem to be best. After that 
stage has been reached, no effort is 
made to bind any controller or to in- 
duce adoption of a procedure or system 
that seems to be best—in fact of any 
specific procedure. Whatever action the 
controller may take will be voluntary 
and in conformance with his own best 
judgment. The Institute’s function 
ends when it has developed informa- 
tion, through discussion, papers, ad- 
dresses, and articles. 

The questions asked by the Securi- 


ties and Exchange Commission, through 
Mr. William W. Werntz, its chief 
accountant, and the replies made by the 
executive officer of The Institute, fol- 
low: 

THE INSTITUTE’S STATEMENT 


With reference to your letter of in- 
quiry of July 11 asking three specific 
questions, I shall reply to each of these 
questions. 


(1) Whether during 1939 the Control- 
lers Institute of America has pro- 
mulgated or approved any rules, 
resolutions, or other material re- 
lating to auditing theory or prac- 
tice. 

Reply: 

No. This field is covered by one 
blanket resolution adopted by The 
Institute on January 19, 1933. It 
is known as a Declaration of Prin- 
ciple. It reads as follows: 
“The Controllers Institute of 
America stands for the observance 
of the highest ethical standards in 
corporate accounting practice and 
in the preparation of reports of 
financial and operating conditions 
of corporations to their directors, 
stockholders and other parties at 
interest, in such manner that all 
concerned may know the actual 
conditions in so far as such re- 
ports may assist in the determina- 
tion thereof. To that end, the 
Controllers Institute of America of- 
fers its advice and assistance in 
connection with any movement 
which has for its purpose the estab- 
lishment of better safeguards for 
the protection of the investor.” 

(2) Whether any such matters are 
pending at the present time. 

Reply: 
No. 
Whether during 1939 the Control- 
lers Institute has sponsored or par- 
ticipated in any accounting forums, 
conferences or other similar meet- 
ings which included a discussion 
of auditing theory and practice. 

Reply: 

Many meetings conducted by The 
Institute and its branches during 
1939 have been devoted to discus- 
sion of these subjects. They in- 
clude regional meetings attended 
by as many as 250 persons, and 
perhaps a dozen meetings of Con- 
trols, as the local branches of this 
Institute are designated. These 
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Controls number anywhere from 
20 to 130 members (New York 
400). The meetings are for the 
most part informal and take the 
form of round-table discussions 
in which no record is made of what 
is said. This tends to encourage 
members to discuss freely prob- 
lems of auditing theory and prac- 
tice as well as many other prob- 
lems. The discussions bring to 
light the practices followed by our 
members and serve to encourage 
adoption of approved practices. 


It is with regret that I let you know 
that because these meetings of Controls 
are conducted on a round-table confer- 
ence basis, and because no record is made 
of the discussions, it is not possible for 
me to make available to you copies of the 
papers and of the comments and discus- 
sions. 


No ATTEMPT To BIND MEMBERS 


This Institute operates along lines 
which serve to bring to light the best 
practices that are being followed by busi- 
ness concerns, not only with respect to 
auditing theory and practice, but with 
respect to other items of procedure; but 
The Institute does not attempt formally to 
bind its members to follow a designated 
course and to institute specific proce- 
dures. It is felt that The Institute ful- 
fills its purpose when it makes available 
to controllers information concerning the 
best practices. Adoption of those prac- 
tices depends on the initiative of the con- 
trollers and upon other circumstances 
within their companies. Variations in 
lines of business and the problems pre- 
sented by these different kinds of busi- 
ness also have a bearing upon the extent 
to which specific practices can be adopted. 

The influence of The Institute so far 
as is practicable is thrown toward im- 
provement and strengthening of proce- 
dures in the light of the best and most 
reliable information obtainable. This 
information usually is elicited in the 
group discussions and other meetings 
conducted by The Institute as a whole 
and by its branches. It is in that direc- 
tion that The Institute’s work has been 
most effective. 

The power of suggestion brings about 
many improvements. The Institute is not 
so organized as to permit it to compel 
changes. In that respect, it is similar to 
other technical and professional organiza- 
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Accounting Records Mute Unless 
Interpreted by Controller 


Last summer the First National 
Bank of Chicago sent out a brochure 
in commemoration of its Seventy-fifth 
Anniversary. It was a very nice book- 
let, and as I looked at it I seemed to 
sense the tradition and history of the 
institution. There with all their charm 
were pictures of the earlier days of 
Chicago when men wore handlebar 
mustaches and a goodly number of 
petty skirts were a part of a lady’s 
wardrobe. At any rate I was sufh- 
ciently interested to start reading and 
found that the text was up to the gen- 
eral appearance of the booklet. It re- 
lated the part that the bank had played 
in the various crises that had taken 
place since 1863 and also the growth 
and development of the bank and the 
city. You, of course, are not particu- 
larly interested in what my opinion of 
the First National Bank’s brochure is 
and I would not ordinarily burden you 
with it. Perhaps I was just in an ex- 
pansive, satisfied mood when I read it 
so that it happened to strike my fancy, 
but as I read there came to light what 
I felt was a nugget of great value to 
people who follow our calling. In re- 
lating the service that the bank had 
performed in one instance, the author 
used the expression, ‘Let us refer to 
the testimony of the records.” I stopped 
and went back over that sentence. It 
seemed to me to fit the dimensions 
called for in Alexander Pope’s famous 
couplet, 


“True wit is nature to advantage drest, 
What oft was thought but ne’er so 
well exprest.”’ 


And so that is where the title for 
this paper came from. To me this was 
an engaging picture. These old records 
could still tell a story after having 
been mute for so long. All they needed 
was someone to call them to the wit- 
ness stand and ask them the right 
questions. This led me to think of the 


By Herbert E. Holt 


devastating use that Al Smith had 
made of this testimony. You will re- 
member him in his inimitable style 
pausing and then issuing his famous 
challenge, “Well, let’s look at the rec- 
ord.” Obviously, what is necessary to 
make this testimony available is an ad- 
vocate or attorney, someone like Al 
Smith, for without him the voice of 
the records must remain still and much 
useful knowledge will go undisclosed 
and unused. 


CONTROLLER Must SET OUT 
USEFUL INFORMATION 


You and I have been making rec- 
ords for hotels, some of us for a longer 
time than others. We have perhaps felt 
that if we made good and complete 
records, saw that all income got into 
the bank, that no payments were made 
but those properly authorized and 
checked, and that statements were pre- 
pared periodically, we had done our 
full duty. Or, if we did feel that we 
should go further, we were often de- 
terred from doing so by mental weari- 
ness brought on by too long and close 





| AKING figures speak, by 

embellishing them with in- 
terpretative comment, is urged by 
Mr. HERBERT E. HOLT, control- 
ler of the Palmer House, Chicago, 
and a member of THE CONTROL- 
LERS INSTITUTE OF AMERICA, 77 
this paper, which was presented 
on April 18 before the Chicago 
Hotel Accountants Association. It 
is incumbent on the controller, 
Mr. HOLT points out, to see to 
it that the figures speak, and that 
they tell the kind of intelligent 
story that their particular audi- 
ence requires. It is a thought- | 
provoking paper. 
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application to our routine duties. If 
we have stopped here, the result is 
that the voice of our records is very 
feeble, for it is only the most skilled 
and conscientious of our managers and 
department heads who will spend the 
time to search out all the useful in- 
formation that our records can give 
them; and, indeed, it should not be 
expected of them. That duty belongs 
to the chief accountant of the organi- 
zation, whether he be called the con- 
troller, auditor, or some other title. 

May I venture some observations on 
how our records can be made more 
audible and useful, and please bear in 
mind that these things are ideals and 
not always realities and that while I 
speak of them I have not necessarily 
carried them all out. Too often the 
mental weariness mentioned earlier 
descends on me and some perfectly 
good intention languishes until it is too 
late to put it into use. 

In order to make our figures effec- 
tive we summarize them periodically 
and put them into reports. Some of 
these reports are standard ones used in 
many businesses and some are special- 
ized reports used only in our own in- 
dustry or even our own particular in- 
stitution. It is rather obvious that these 
reports should be shaped to accomplish 
some definite purpose and, if possible, 
come to some answer, and not be just 
a simple series of figures that form a 
balancing equation or add up to agree 
with some total in our general books. 


WHAT MAKES REPORT VALUABLE 


The most valuable report is one that 
not only has an answer but is prepared 
for the use of some particular execu- 
tive. To get back to our original ap- 
proach, we, as attorneys for the rec- 
ords, must determine who our client is. 
Is he the defendant or the plaintiff 
and, if he is on trial, who are the judge 
and the jury? Has he just come to our 
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office for advice or an opinion? What 
is he on trial for or what is his prob- 
lem? When we know all these things, 
we certainly can shape our questioning 
to bring out the testimony in the most 
clear and convincing form in order to 
accomplish the purpose at hand. In 
short, we must know who is going to 
use the information and what he is go- 
ing to use it for. If we examine our 
reports critically from that point of 
view, any imperfections will stand out 
sharply. 

Let us take the ordinary Daily Re- 
port and look at it from that angle. 
What do we have? We usually show 
the day’s revenue by department or 
sources. This information probably 
will be presented in comparison with 
the same data for the corresponding 
day last month and last year and in ad- 
joining columns the revenue by de- 
partments from the first of the month 
to the date of the report compared 
also to the corresponding periods for 
the previous month and year. Does this 
have any value? To be sure it does. 
It is a measure of how well the busi- 
ness is doing. Can it be improved? I 
think probably it can. 

Most of you have improved on the 
bare figures by some explanation of 
any unusual circumstance that will 
help the manager and the responsible 
department head to interpret the varia- 
tions. There may have been a conven- 
tion this year or last that should be 
pointed out, or a heavy blizzard that 
brought or retarded business. These 
explanations make it easier for the 
manager to adjust the figures mentally 
and measure them with his expectations. 


HELPING To CONTROL EXPENSES 


If we add some of the major ex- 
pense items daily, we can use our re- 
port for another very vital function, 
that of helping to control our expenses. 
We will show the relation of the ex- 
penses to the revenue in dollars and 
in ratio. By this means some idea can 
be gained of whether or not the ex- 
penses are excessive and a comparison 
with the same period in the previous 
year will help to bring out any serious 
discrepancies that need investigating. 

Most of you at this point will be very 
conscious of the imperfections of our 
standard of comparison. When things 


The Controller, September, 1939 


run smoothly and conditions have not 
changed materially, last year’s figures 
make a fair standard but, even at their 
best, we always had the possibility that 
maybe last year we did not operate 
perfectly. For the past several years, 
however, business conditions, new 
laws, and labor unrest have tended to 
distort things to the point where past 
records are all but valueless as a meas- 
uring rod even though we bolster them 
up with explanations. 

It may be that we should develop 
something better to include on our 
Daily Report than we have used in the 
past. See Ee the ideal 
operation ufdér existing conditions or 
some advance estimates might serve 
the purpose and help our records give 
a clearer and more convincing testi- 
mony. Along these lines I would like 
to suggest that you examine into the 
theory of ‘Flexible Budgeting” if you 
have not already done so. It seems to 
me to offer a practical means of de- 
veloping some usuable pars in some 
of the phases of our business. 

Most of our formal reports go to 
the manager and probably the most 
important of all is the monthly operat- 
ing or Profit and Loss Statement that 
is prepared almost universally in the 
hotel industry. The one we prepare 
is quite elaborate, nearly as complete 
as the reports which most other busi- 
nesses get out once a year. It is sub- 
mitted with written comments in order 
to take the work of analyzing all these 
figures from the shoulders of the man- 
ager. Probably others here make a 
practice of going over their monthly 
reports with the manager and making 
such oral explanations as are necessary 
instead of preparing written ones. This 
procedure, it seems to me, has its limi- 
tations. Unless the department head of 
the division about which some com- 
ment is made is present, the manager 
must relay the information and may 
possibly overlook some points. If the 
observations are in writing, this danger 
is Overcome. 

Telephones, secretaries, and other 
interruptions tend to disrupt most of 
the oral reports that I attempt to make. 
With written comments several copies 
can be made so that one can be fur- 
nished to the executive responsible for 
the operation of each division. In our 
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case we clip up one copy with scis- 
sors and make a separate report for 
each Department Head of just the fig- 
ures and remarks in which he is in- 
terested. With written comments, too, 
you have a permanent record of all the 
exceptional things that affected the 
figures. This will be of great assistance 
when the next year rolls around. But 
best of all it makes us do a more care- 
ful job of fact-finding if we have to 
Dut it down in writing. ~ ed i 
vat we are really doing is trans- 
lating from the figures back to the 
hysical transactions. That is a natural 
process with an accountant. All of the 
general opinions to the contrary, the 
good accountant is not just an auto- 
matic figuring machine but an ordinary 
human with a very vivid imagination. 
The result is that sometimes in the 
translation process we jump to conclu- 
sions before we have all the facts, 
with very embarrassing consequences. 
In writing the process is slower and 
more time is available in which to 
assemble our information. 


Must MAKE MEANING CLEAR 


In preparing comments every effort 
should be made to phrase them in 
simple, understandable, and interesting 
form. I like to see them written in 
a conversational or narrative style. It 
is too easy to slip into stereotyped 
formal language, especially when the 
same ground is covered as often as 
once a month. We find ourselves say- 
ing, “The room revenue was $31,500, 
an increase of $1,500 or 5 per cent. 
over last year,” and when we tackle 
the next department which may be the 
catering we start off with the same old 
phraseology. I know that it is a logical 
starting point, the revenue is always 
the first figure on the departmental 
schedule, but the mere repetition 
makes it monotonous and must dull 
the enthusiasm of the person who is 
to do the reading. With a little in- 
genuity we should be able to vary our 
wording and keep the interest of our 
readers. 

May I take issue, too, with the use 
of too many trade terms and the too 
close adherence to the titles used in 
your classification of accounts. Some- 
times these titles are fully understood 
by the accountant but are a little hazy 
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to the manager. A few more words 
would make the meaning clearer. 

An example of this has come to my 
attention recently entirely outside of 
the hotel field. One of the trains which 
I take to go home in the evening is di- 
vided into two sections at Church 
Street in Evanston. The front two 
coaches are run as a ‘Special’ that 
skips a number of stops and the rear 
four coaches are run as a ‘Local’ and 
make all the stops. Some of the stops 
that the “‘Special’’ skips are very im- 
portant ones. It goes from Church 
Street in Evanston clear through Wil- 
mette until it comes to Kenilworth. 
Wilmette passengers are not used to 
this as practically all trains stop there. 
The regular conductor on the second 
car has been in the habit of standing 
at his door at loading points and an- 
nouncing simply, “Special, Special,” at 
frequent intervals and nothing more. 
Other conductors who occasionally get 
the run are more explicit and announce, 
‘No stops between Church Street and 
Kenilworth.” The result has been that 
when the regular conductor is on the 
run, several passengers get on the head 
two cars who don’t belong there. 

One such passenger sat directly in 
front of me the other evening and set- 
tled himself to read comfortably, as sub- 
urbanites will. When his ticket was pre- 
sented, of course, he was informed that 
he would have to move to one of the 
rear four cars at the next stop. He 
was quite annoyed at being disturbed 
and probably realized that he would 
have to take second choice on seats, 
with the likelihood of having a fat 
man for a seat partner. At any rate 
he took exception to the treatment and 
heatedly asked why he had not been 
properly directed in the first place. 
Tne conductor defended himself by 
saying that he had announced that the 
train was a “Special, and when 
pressed further on the point explained 
that that meant the train made only 
special stops. That probably was a 
perfect answer, but it did not tell the 
passenger what he needed to know, 
and it did not stop the argument. And 
so with us, the testimony that we 
draw from our records must not be in 
technical terms that are not generally 
understood. 


The Controller, September, 1939 


TECHNICAL TERMS AMPLIFIED 


Let me also read you from a pam- 
phlet prepared by the Jewel Tea Com- 
pany. It is intended, of course, for 
their employees and the general pub- 
lic, and not for a business executive. 
They have, therefore, made it even 
less technical than would normally 
be necessary. Considering inventories 
they say, “Coffees, teas, groceries, 
laundry products, premiums, raw ma- 
terials, for customers,” and they even 
illustrate it with a picture of a stack 
of sacks and cases. That certainly is 
explicit enough for anyone. Each ma- 
jor item on the Balance Sheet is 
treated in the same manner and if you 
look over the annual reports some of 
our more progressive businesses are 
publishing, you will be struck with the 
simplicity of the language used and 
the evident effort to avoid technical 
and trade terms. The need for selling 
themselves to their employees and the 
public is, of course, the reason. 

I mentioned earlier as an example 
of routine comments the sentence, 
“The room revenue was $31,500, an 
increase of $1,500 or 5 per cent. over 
last year.” If we stop here, we have not 
given much information. We should 
certainly be able to determine the rea- 
son for this increase and put it down 
also. May I cite an example from our 
March report. 


GIvE REASONS FOR IMPORTANT 
INCREASES OR DECREASES 


The cooking fuel expense showed 
an increase that did not appear to be 
justified by the revenue. This expense 
is charged with two major items, 
namely, the gas for cooking and the 
Sterno used in warming room service 
heaters and in chafing dishes. Our 
examination revealed that approxi- 
mately $30 more had been spent for 
Sterno than was normal. My assistant 
went to the kitchens and inquired in 
order to learn the reason. He was able 
to find that there had been a change in 
routine and where formerly the heaters 
were not lighted until the waiter re- 
turned from the kitchen with the food, 
now the lighting was done immedi- 
ately at the time the order was received 
from the guest and as the waiter went 


to the kitchen. This was done, of 
course, for the purpose of having the 
heater hot so that the food would not 
cool off from being placed in a cold 
heater. 

This story was put in the comments 
in just that way and while the $30 ex- 
pense was not of itself of much im- 
portance, it seems to me that the man- 
ager would be very much interested. 
If he did not know that the change 
had been made, he would be pleased 
with the alertness of the department 
in improving the service. If he did 
know of the change, which is more 
likely, he would be interested in the 
cost of the innovation. 


EMPHASIZES THREE POINTS 


In closing, I should like to stress 
three points. First, that all our rec- 
ords without an advocate or an attor- 
ney will remain rather mute and not 
give up the valuable information they 
possess. It is incumbent on the chief 
accountant to be the advocate since he 
is best equipped. Second, we can ac- 
complish something along this line by 
examining our reports critically to see 
that they fit the purpose and meet the 
needs of the one for whom they are 
prepared. Third, all reports except the 
simplest should be submitted with 
complete explanations giving reasons 
and, if these are written, they should 
be couched in simple direct language 
easily understood. 


Improvement of Methods 
(Continued from page 317) 


tions. It should not be confused with a 
trade association. 


INCREASED RESPONSIBILITIES OF 
CONTROLLERS 


Repeatedly during the year, the atten- 
tion of members of The Institute has 
been called to their increased duties and 
responsibilities as emphasized by recent 
occurrences in the business world, and as 
presented by regulatory and other meas- 
ures affecting business concerns. It may 
be noted that The Institute is planning 
for publication of a handbook for con- 
trollers which undoubtedly will cover 
many of the points that you have in mind. 
Publication of this book may be as long 
as two years away, but a start has been 
made in that direction. 

It is my hope that this reply to your 
letter of July 11 will be of some assist- 
ance to you. 
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Increasing Number of Colleges Giving 
Courses in Controllership 


Specific evidence continues to accu- 
mulate that the work of the Committee 
on Education of the Controllers Insti- 
tute of America is producing tangible 
and well worth while results in lead- 
ing collegiate schools of business in at 
least two important directions, namely, 
the increasing number of colleges 
which are giving, or definitely plan- 
ning to offer, courses in controllership, 
and the very favorable reaction to the 
case material on controllership prob- 
lems which has been prepared by the 
committee and published in THE Con- 
TROLLER monthly since February of 
this year. 

The following letter recently writ- 
ten by Mr. John H. MacDonald of the 
National Broadcasting Company, who 
is the chairman of the Committee on 
Education, to Professor Paul J. Graber 
of the School of Commerce of the 
Oklahoma Agricultural and Mechani- 
cal College, in answer to the latter's 
request for “information and sugges- 
tions of your Institute relating to the 
scope and content of a course in Man- 
agerial Accounting’ not only estab- 
lishes The Institute as the best source 
of authoritative information on train- 
ing for controllership, but also indi- 
cates specifically what other institutions 
are doing in this field. In addition, 
it points out clearly the value to ac- 
counting teachers of the material which 
has appeared in THE CONTROLLER 
since its inception in 1934. Mr. Mac- 
Donald’s letter: 

“Your letter of July 10 addressed 
to The Controllers Institute of Amer- 
ica has been forwarded to me as chair- 
man of the Committee on Education 
for reply. 

“In the first place may I say that I 
am very glad indeed to know that you 
are going to offer a course in man- 
agerial accounting next year. To some 
of us who have been particularly in- 
terested in what broadly may be called 
‘education for controllership’ it has 
seemed that in all too many cases our 
universities and colleges have been 


somewhat lax in giving attention to 
this important subject. When Dean 
Thomas of your institution wrote me 
on March 23, 1938, he indicated that 
within another year he expected to be 
prepared to offer more definite courses 
of training for controllership. 

“Based on my correspondence, as 
chairman of the Committee on Educa- 
tion of The Controllers Institute of 
America, with most of the leading col- 
legiate schools of business throughout 
the country, I suggest that you write 
the following for specific information: 

“1. Professor D. R. Scott, chairman 
of the Department of Accounting and 
Statistics of the School of Business and 
Public Administration of the Univer- 
sity of Missouri, Columbia, who wrote 
me on April 6, 1938, that he gives a 
course entitled ‘Managerial Accounts 
and Statistics’ in which much attention 
is given to the work of the controller 
and that, in fact, the course would 
scarcely need changing if it were called 
‘Controllership, Theory and Practice.’ 

“2. Professor W. W. Leigh of the 
College of Engineering and Commerce 
of the University of Akron, Ohio, 
wrote me on March 15, 1938, refer- 
ring to a course called ‘Analytical Ac- 
counting’ in which accounting is 
viewed as a tool of the investor, the 
credit manager, the production execu- 
tive, the sales manager, and the like. 

“3. Mr. Fred Gardner of the Chain 
Belt Company, Milwaukee, Wisconsin, 
is giving a course at the School of 
Commerce, Northwestern University, 
Chicago, entitled “Work of the Con- 
troller.’ 

“4. Dean J. Anderson Fitzgerald 
of the School of Business Administra- 
tion of the University of Texas, Aus- 
tin, wrote me on March 12, 1938, that 
Dr. Chester F. Lay, Professor of Ac- 
counting and Management, was to 
give a course in the 1938 summer ses- 
sion entitled ‘Controllership, and Or- 
ganization of Accounting Work.’ 

"5. Dean W. C. Weidler of the 
College of Commerce and Administra- 
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tion of the Ohio State University at 
Columbus, Ohio, sent me on May 9, 
1938, a detailed outline of a course 
which deals entirely with the duties 
and responsibilities of the controller. 
Unfortunately he sent me only one copy 
which I want to retain for my own use, 
but since it was mimeographed I as- 
sume additional copies are available. 

“6. Dr. H. W. Sweeney (a member 
of The Controllers Institute of Amer- 
ica), La Salle Apartments, 1028 Con- 
necticut Avenue, Washington, D. C., 
is giving a course this summer at the 
Georgetown University entitled ‘Ad- 
ministrative Accounting.’ 

“I am quite sure that all of the fore- 
going men would be glad to tell you 
specifically about the contents of their 
courses and would be willing to ex- 
change views with you on the subject. 

“The following men have given a 
great deal of thought to the kind of 
a course you have in mind, and I am 
although so far as I know their insti- 
tutions are not presently giving courses 
specifically entitled either “Managerial 
Accounting’ or ‘Controllership Practice’ : 
“Professor Ross G. Walker, Gradu- 

ate School of Business Administra- 

tion, Harvard University, Soldiers 

Field, Boston, Massachusetts. 
“Professor Wyman P. Fiske, Massachu- 

setts Institute of Technology, Cam- 

bridge, Massachusetts, and 
“Professor John H. Shields, Depart- 
ment of Economics and Business 

Administration, Duke University, 

Durham, North Carolina. 

“All of these men are members of 
The Controllers Institute of America. 

“Starting in September, I am going 
to give a one-term graduate course 
at the School of Business at Colum- 
bia University, entitled ‘Controllership 
Practice.’ An outline of what I plan 
to cover is enclosed. This outline was 
necessarily prepared to fit the particu- 
lar requirements at Columbia where, 
as you doubtless know, specialized 
courses in accounting systems and 
budgetary control are given. 


(Please turn. to page 324) 
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Brief Items from Here and There of In 


St 





Controllers To Urge Registration 
for Coming Election 

President Leonard W. Hughes, of the 
San Francisco Control, in a recent com- 
munication to members of the Control, 
urged that they call to the attention of 
their employees, especially those in the 
executive branches, the desirability of 
registering for the approaching elections. 
He told of one executive who caused a 
survey to be made of the departments of 
his company which disclosed that forty 
per cent. of the employees had not regis- 
tered. The suggestion was put forward 
that an attempt be made by the members 
to see to it that employees of their com- 
panies register. Members of the San 
Francisco Control have received, through 
the courtesy of Mr. Frank J. Meley, Jr., 
copies of the Retailers Legislative Report 
covering the 1939 session of the Cali 
fornia Legislature. 


Interesting Bulletin on Automobile 
Non-Ownership Liabilities 

The Insurance Committee of the Na- 
tional Electrical Manufacturers Associa- 
tion recently prepared a bulletin which is 
known as No. 6 and was published under 
date of July 1, 1939, on the subject “Au- 
tomobile Non-Ownership Liabilities.” 

The bulletin is devoted to discussion of 
the liabilities to which an employer may 
be subject through the use in connection 
with his business of automobiles which 
he does not own. The bulletin discusses 
the question of how these hazards can be 
recognized, and to what extent they may 
be reduced or eliminated. Space is de- 
voted also to the question as to how the 
need for insurance protection can be de- 
termined, what forms of coverage are 
available, and the purposes which they 
serve. 

It is pointed out that a court recently 
ruled that it was company business when 
a sales manager drove a customer to a 
golf club in a friend’s car, and it is 
pointed out that “there is just as much 
danger that an employer will be held 
liable in the event an employee is driving 
a borrowed automobile on the employer’s 
business as there is if he is driving his 
own car.” 

The bulletin is one that should be of 
considerable value to employers in other 
lines of business. It is available at 20 
cents a copy. Address William C. Bab- 
bitt, secetary, Insurance Committee, Na- 
tional Electrical Manufacturers Associa- 
tion, 155 East Forty-fourth Street, New 
York City. The committee has been com- 
plimented on the completeness and con- 
ciseness of the bulletin. 





Can Any One Spare 

| 1935 Year Book? 

| A member of THE CONTROL- 
LERS INSTITUTE OF AMERICA is 
anxious to obtain a copy of the 
1935 Year Book of The Institute 
at the regular price of $1.00. The 
supply of copies of that issue of 
the Year Book has been exhausted, 
and the only hope of securing a 
copy for the member making the 
inquiry is that some other member 
may be willing to part with one. 
If any member is willing to ac- 
commodate the inquirer, kindly 
address National Headquarters. 











Statistics Issued on Three More 
Groups of Business Concerns 


The Securities and Exchange Commis- 
sion made public on August 17 three 
more of a series of reports based on a 
Work Projects Administration study 
known as the Census of American Listed 
Corporations. These reports contain a 
summary of selected data on three indus- 
try groups composed of corporations 
registered under the Securities Exchange 
Act of 1934: dairy products; beverage 
manufacturers other than brewers and dis- 
tillers; extractive industries, sulphur— 
salt. 

These reports provide individual data 
for each of the companies and also com- 
bined data for all companies in each of 
the groups compiled from reports which 
have been submitted by the registrants 
for the years 1934 to 1937. Included in 
the data on individual companies are a 
general survey, the names of the parents 
and subsidiaries, the outstanding security 
issues, * sixteen financial and operating 
ratios, remuneration data, and individual 
balance sheets, profit and loss statements, 
and surplus reconciliations of each com- 
pany. The combined data for each group 
as a whole include sheets, profit and loss 
statements, surplus reconciliations, totals 
of selected expense items, and sixteen 
financial and operating ratios. 

Although these summaries contain es- 
sentially the same information as the first 
twenty-six reports of this series which 
have been released, they have not been 
printed and, therefore, are not available 
for free distribution. They are, however, 
open to public inspection and use at the 


offices of the Securities and Exchange 
Commission. Photo copies may be se- 
cured from the Securities and Exchange 
Commission, Washington, D. C., at the 
price indicated for each report, as pre- 
scribed in Rule 121 under the Securities 
Act of 1933. 


When Refunding Issue May Be 
Exempt from Registration 


The Securities and Exchange Commis- 
sion recently made public an opinion of 
its general counsel, Chester T. Lane, on 
the question of whether the Securities 
Act of 1933 provides an exemption from 
registration for certain types of refund- 
ing issues. 

Refunding offers often take the form of 
an exchange whereby new securities are 
offered to the existing security holders 
in exchange for the securities held. The 
unsubscribed portion of the new securi- 
ties will then be sold for cash. While an 
exchange offer made to existing security 
holders exclusively may normally be 
exempt from registration under Section 
3 (a) (9) of the act, registration of many 
of these refunding offers is made neces- 
sary because of the public cash sale of 
the unsubscribed portion of the issue. 

The case considered in Mr. Lane’s 
opinion is that of a refunding offer of 
this character in which the unsubscribed 
portion of the issue is offered privately. 
The question raised is whether, since one 
part of the issue is offered in exchange 
to existing security holders and the sec- 
ond part is offered privately, the issue .as 
a whole is exempt from registration. 

In his opinion, Mr. Lane states that in 
the usual situation the sale of one por- 
tion of the issue for cash, even though 
privately, will defeat the exemption for 
the entire issue, but that if the new re- 
funding security is divided into two dif- 
ferent blocks, one of which is offered in 
exchange to the existing security holders 
and the other is sold privately for cash, 
and if the differentiation between the 
two blocks is sufficiently great to justify 
regarding them as different classes of se- 
curities, an exemption for both blocks 
may be available. 

The opinion makes it clear that super- 
ficial differences between the two blocks 
of securities will not make them separate 
classes, but that if there are substantial 
differences between the two blocks, they 
may be considered separately for the 
purposes of exemption, even though they 
are issued as integral parts of a single 
financing program. 
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Inst to Controllers and Financial Officers 











Andrews’ Views Concerning 
Amendment of Wage-Hour Act 


Extract from address made by Mr. 
Elmer F. Andrews, Wage-Hour Adminis- 
trator, before the annual convention of 
the International Union of Mine Work- 
ers, at Denver, August 10: 

“I believe that if the question of amend- 
ments to the Fair Labor Standards Act 
comes up for consideration before the 
next session of the Congress it will be 
possible to consider it more objectively 
than has been the case during the past 
few months. More experience with ad- 
ministration will be available; careful 
and extensive studies of the economic 
and social effects of various proposals 
will have been made. Further, the issue 
has been laid before the bar of public 
opinion, and I believe that the decision 
of the American people will not be to 
take a backward step, will not be a de- 
cision to deprive millions of the lowest 
paid workers in this country of the bare 
minimum standard of living. 

“Meanwhile, the Wage and Hour Di- 
vision will bend all its efforts toward the 
enforcement of the act. The Congress has 
appropriated much needed additional 
funds for this purpose, which will enable 
the divison to proceed with its task of 
turning the objectives of the law into the 
concrete reality of improved wages and 
decent working hours for millions of 
workers.” 


Frank Reviews Results of Efforts 
to Regulate Over-Counter Markets 


Chairman Jerome N. Frank, of the 
Securities and Exchange Commission, 
writing to a director of the National 
Association of Securities Dealers, Inc., 
says: 

“As you know, the Commission has 
granted the application of the National 
Association of Securities Dealers, Inc., 
for registration as a national securities 
association under the Maloney Act. This 
event marks the beginning of a significant 
attempt by an important segment of a 
business affected with a marked public 
interest in regulating its own affairs in 
cooperation with the Government. 

“I think that I should also point out 
that this marks the culmination of four 
years of work by representatives of the 
securities business and of the Commis- 
sion. This work was undertaken in a co- 
Operative spirit and although, at times, 
there have been wide differences of opin- 
ion, and although there are even now 
slight differences of opinion, in the main 
the result is indicative of a desire on the 





CERTIFICATES OF 
MEMBERSHIP 

Every member of The Control- 
lers Institute of America is en- 
titled to have a certificate of mem- 
bership. | 

To date, 937 such certificates 
have been issued. Many members 
have them framed and hung on 
their office walls. 

Members who have not ob- 
tained their certificates should 
make application to national head- 
quarters. 











part of a large and important part of 
the business and a group of sincere, rep- 
resentative leaders, to tackle with the 
Commission the very difficult job of regu- 
lating the vast and unorganized over-the- 
counter securities markets. 

“Although the plan and program, as 
embodied in the present organization, 
are not perfect, the Commission looks 
forward to cooperating with the new asso- 
ciation in the same spirit which has 
characterized its past relationship with 
the predecessor organizations. 

“Recognition for this accomplishment 
is due to the men in the business who 
have given much of their time and 
thought to this endeavor. I trust that 
their efforts will continue to the end 
that the new association will develop into 
a sound and vigorous organization. As 
such it should benefit both the investor 
and the honest dealer. It should be an 
aid in safeguarding our securities mar- 
kets against those tendencies which de- 
stroy the investor confidence so vital to 
our economy.” 


Startling Figures Concerning Increase 
In Business Taxes 


In the report of the president of The 
Paraffine Companies, Inc., of San Fran- 
cisco, Mr. W. H. Lowe, to the stockholders 
of the company, the following paragraph 
appears concerning the increase in the 
amount of taxes paid by the company dur- 
ing the past year: 


“It is probable that most stockholders 
are not familiar with the full extent of the 
increase in taxes imposed upon business. 
The federal income tax alone imposed on 
the company this fiscal year is 38 per cent. 
greater than it would have been just three 


years ago on the same earnings. In addi- 
tion, during the last five years, the rate of 
the California corporate franchise tax has 
doubled and entirely new taxes have been 
imposed, the most important being: Fed- 
eral capital stock and excess profits tax, 
federal old age benefit tax, federal unem- 
ployment insurance tax, various state un- 
employment insurance taxes, and various 
state sales and use taxes. As a result, the 
total ascertainable combined federal, state 
and local taxes of the company for this 
fiscal year, including its proportionate 
share of the taxes payable by companies in 
which more than 50 per cent. of the stock 
is owned, have increased $434,055.00 or 
92.7 per cent. compared with those pay- 
able for the fiscal year ended June 30, 1935; 
such increased direct taxes consuming 
more than the entire increase of $383,- 
489.00 in earnings during the same pe- 
riod.” 


Controller Certifies to 
Mid-Year Report 


The mid-year report of the Jewel Tea 
Company, Inc., Barrington, Illinois, dated 
August 9, presenting a balance sheet as 
of July 15 and income and surplus ac- 
count as of that date, carries this para- 
graph at the foot over the signature of 
Mr. A. U. Hunt, controller: 


“The above income and surplus ac- 
count and the accompanying balance sheet 
of Jewel Tea Company, Inc. (a New 
York Corporation), are in accordance 
with and correctly prepared from the 
books of the company, and exhibit, in my 
opinion, a true statement of the financial 
position of the company on July 15, 
1939, and the results of its operations for 
the twenty-eight (28) week period then 
ended.” A perfect example of certifica- 
tion by the controller. 





Inquiries Concerning Institute Invited 

| The Controllers Institute of Amer- 
ica is a technical, and in a sense a 
professional organization composed 
of more than 1,200 controllers of 
the larger corporations of the United 
States. Membership is open to con- 
trollers, and to those performing the 
duties of a controller as defined by 
The Institute, even though the appli- 
cant may have some other title. In- 
quiries are invited. A description 
of the duties of a controller, as de- 
fined by The Institute, will be sent 
on request. 
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College Courses in Controllership 
(Continued from page 321) 

“Aside from drawing on my own 
practical business experience, I have 
found that the files of THE CONTROL- 
LER, the monthly publication of The 
Controllers Institute of America, by 
far the best source of information for 
material for the Columbia course. For- 
tunately, I have a complete file of the 
magazines, the first issue of which ap- 
peared in February, 1934. I have 
just talked with Mr. Arthur R. Tucker, 
managing director of The Institute, 
and he has graciously said that he 
would be glad to supply you with all 
or some of the back issues at a reduced 
price. If funds are available to you 
to secure these publications I would 
earnestly suggest that you get them, as 
having been through them myself I am 
confident that you would find ample 
material in them alone for your course.” 

On May 15, the Committee on Edu- 
cation sent copies of the February, 
March and April 1939 issues of THE 
CONTROLLER, containing the first 
three sets of case material on control- 
lership problems, to approximately 
sixty deans and accounting teachers in 
collegiate schools of business with 
whom the committee has been in touch 
for the past year and one half. Many 
letters have been received not only 
acknowledging receipt of the material, 
but commending The Institute and the 
committee in the highest terms for it. 
The following quotations from the 
thirty or more letters thus far received 
are typical: 

Professor W. S. Krebs, Washington 
University, St. Louis: 

“I have gone through the problems 
with great interest and find they fill a 
long felt need. Most accounting prob- 
lems have been concerned with tech- 
nique and although most valuable for 
the typical course, they have not fur- 
nished us with the accounting situa- 
tions faced by the executive. Here are 
problems that show the student how 
his accounting and managerial training 
will serve him well in business and at 
the same time tell him what to expect 
in the way of typical important activi- 
ties. They show him also how much 
more is needed than a narrow account- 
ing training if he is to reach the top 
of his profession.” 


The Controller, September, 1939 


Professor G. A. MacFarland, Uni- 
versity of Pennsylvania— 

‘May I thank you for this material, 
and compliment you on the splendid 
cooperative effort your committee has 
been making this year to bring your 
Institute and the educational institu- 
tions closer together on a mutual prob- 
lem.” 

Professor W. W. Leigh, The Uni- 
versity of Akron— 

“I am very happy to see The Con- 
trollers Institute disseminating infor- 
mation relative to the position and 
work of the controller. I think it is a 
most important function in modern 
industry, of the nature and value of 
which we have altogether too little 
understanding.” 

Professor Monroe S. Carrol, Bay- 
lor University— 

“IT consider THE CONTROLLER a 
most valuable publication, one which, 
of course, is not to be duplicated in 
any other field. I am controller con- 
scious to the extent that I emphasize 
the controller position and duties in 
several of my classes, but I am sure 
that as a reader of THE CONTROLLER 
I will be in a much better position to 
emphasize the controller position in 
the presence of my students.” 

Professor Leo Drew O'Neil, Boston 
University— 

“IT am much interested in what 
should be a proper program for those 
studying controllership, and I hope out 
of the reading of this series may come 
a definite program in our curriculum 
here.” 

Professor A. H. Rosenkampff, New 
York University— 

“I have gone over the teaching 
material in the form of problems con- 
tained in these issues and am very 
favorably impressed by the classifica- 
tion of this material. I have not been 
able to look it over thoroughly, but on 
a casual reading, I believe it to be ex- 
cellent teaching material. 

Professor H. T. Scovill, University 
of Illinois— 

“I believe the practical problem ma- 
terial should be of value to instructors 
in testing the knowledge of students 
on matters of importance to those who 
are interested in the work of the con- 
troller.” 


FEDERAL ENCROACHMENT ON IN- 
DUSTRY, by Thomas Marshall (a consti- 
tutional lawyer). Christopher Publishing 
House, Boston, Massachusetts. 130 pages. 
$1.50. 

The author argues that there can never Se 
any reduction in the cost of government, 
much less economic recovery, until the fed- 
eral government is restricted to what the au- 
thor calls its own proper field of operations; 
i.e., restricted to the powers plainly dele- 
gated to it in the Constitution and to mat- 
ters clearly incidental thereto. The abuse 
and disregard of the Constitution by Con- 
gress, he says, has nearly destroyed the state 
governments. The German system of con- 
demnation of practices in business that they 
say are contrary to good morals and their 
reference to judges and administrators of 
the basic questions of, What is good mor- 
als? and What is the law of the land? he 
says does not work well under our written 
constitution. It does not, he says, work 
well anywhere. He submits a plan for a 
constitutional convention to be called by the 
states to work out protection for industry 
and the states. 

Reviewed by E. STEWART FREEMAN. 


UNIT PLAN OF ACCOUNTING, a sub- 
committee report of the Customer Account- 
ing Committee of the American Gas Associ- 
ation. 13-page leaflet. 

This consists of an introduction by the 
chairman and three papers describing re- 
spectively the Unit Desk Plan, operated 
without any specialized bookkeeping func- 
tions, and the Station and the Unit Group 
Plans, which have some specialized oper- 
ations and others not so specialized. Some 
ten years ago there was a trend toward spe- 
cialized methods of keeping customers’ ac- 
counts in the gas industry, the feeling being 
that the quantity and quality of work could 
be improved and expenses reduced. More 
recently a reversal of trend has been noticed 
with better customer relations as the end in 
view. These papers furnish examples of 
the newer plans. 

Reviewed by E. STEWART FREEMAN. 


NEW YORK LAWS AFFECTING BUSI- 
NESS CORPORATIONS, Annotated, re- 
vised to June 20, 1939, 575 page pam- 
phlet, published by United States Corpo- 
ration Company, New York City. $2. 

This pamphlet gives the full text of the 
New York State General Corporation Law, 
Stock Corporation Law, Business Corpora- 
tions Law, Blue-Sky and Anti-Trust pro- 
visions of the General Business Law, Uni- 
form Stock Transfer Act, and the General 
Associations Law, together with a Synoptic 
Analysis and Index providing quick refer- 
ence. The legislature which adjourned 
May 20 adopted 25 separate acts affecting 
35 sections of these laws. 

Reviewed by E. STEWART FREEMAN. 
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Controller Just Back from Europe 


Believes There Will Be No War 


By Frederick C. Elstob 


I returned three weeks ago from a 
two-month trip to Europe. While I 
was there I was able to spend some 
time in England, France, Switzerland 
and Denmark. I made it a point to 
talk to everybody I possibly could and 
of as many nationalities as I could, so 
that I could form an opinion on the 
really great tragic subject of the pres- 
ent day—whether there would or 
would not be war. 

Having spent some four and one- 
half years in active service in the last 
war, I am of course intensely anxious 
that such an awful tragedy should not 
be repeated. I want to say at the out- 
set that, based on what I saw and ob- 
served, it is my strong personal opin- 
ion that there will be no war in the 
immediate future, and I hope before I 
have finished these somewhat informal 
remarks to be able to convince you to 
be of the same opinion. 

These remarks are of course in- 
formal and they represent only my 
opinions, although they are opinions 
which have been formed from con- 
versations and observations with many 
different people of different countries. 

One of the outstanding parts of my 
trip was the week I spent in Copen- 
hagen, Denmark, where I attended the 
International Chamber of Commerce 
convention. In my opinion, the Inter- 
national Chamber of Commerce is the 
only important international body left 
in the world today now that the League 
of Nations barely functions. There 
were representatives in Copenhagen 
from forty-one countries; something 
like 1,200 prominent business men, in- 
cluding 126 business men representing 
Germany. 

The International Chamber of Com- 
merce takes its bi-annual congresses 
very seriously. The sessions lasted for 
a whole week and were held in the 
Danish Houses of Parliament. The 
opening session was attended by the 
King and Queen of Denmark and the 
Crown Prince and Princess, and of 


course all the high government ofh- 
cials. 


IMPRESSIVE CONTRAST 


It was very impressive to see at these 
morning and afternoon sessions people 
from the different nationalities sitting 
down and discussing quietly and rea- 
sonably the problems of international 
commerce, covering protection of pat- 
ents, international monetary policy, 
tariff administration, international com- 
munications and the very vital subject 
of getting back to a peace production 
basis from a war armament production 
basis. 

The most outstanding thing to an 
observer like myself was the intense 
contrast between prominent business 
men from all countries sitting down 
and talking amicably together, and on 
the other hand the armed camps of 
the nations they represented spending 
fifty millions of dollars a day prepar- 
ing to kill each other’s youth. This 
contrast brought the inescapable con- 





T an informal luncheon at- 

tended by forty-five members 
of the New York City Control of 
THE CONTROLLERS INSTITUTE OF 
AMERICA on August 17, MR. 
FREDERICK C. ELstos, controller 
of International Business Machines 
Cor poration, who Spent two 
months in Europe this summer, 
gave it as his considered personal 
opinion that there will be no war 
in Europe in the immediate future. 
This article is an informal report 
of his remarks, at the conclusion 
of which many questions were 
asked of him and answered 
frankly. 

At the time this issue was made 
up, war had not been declared. It 
remained to be seen whether Mr. 
Elstob was correct in his prediction. 


—THE EpITor. 
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clusion that the real trouble in the 
world today is largely the result of the 
inability of the peoples of the world to 
understand one another's point of 
view. And the greatest cause of this 
inability to understand is the lack of a 
common language. 

Time and time again in the Congress 
meetings we would listen to a thor- 
ough, intelligent, analytical discussion 
on one of the international subjects I 
have mentioned by, for example, a 
German delegate speaking in German, 
or a Frenchman speaking in French. 
For the majority of us, and especially 
this applies to the American delega- 
tion, to understand it, we had to use 
the Filene translator to repeat it in our 
own English. And of course the trans- 
lation, although a good job, could not 
convey literally the same thoughts that 
the man was trying to convey in his 
original language. One of the greatest 
contributions to world peace, in my 
opinion, would be the promotion of a 
universal language. 

If, when we finished the World 
War 21 years ago, the Treaty of Ver- 
sailles, instead of carving up and re- 
distributing territories and peoples— 
in fact, instead of perpetuating injus- 
tices which have largely caused Europe 
to get into its present awful condition 
—the treaty had made one of its chief 
conditions the compulsory teaching of 
English to all nations in Europe, we 
should have today, twenty-one years 
afterward, the youth of Europe able to 
speak and understand one another in 
a common language—English. And 
with this common language we should 
be able to discuss our common prob- 
lems. 


INEQUITABLE DISTRIBUTION OF 
RESOURCES 


However, that is what might have 
been and not what is. We are faced 
today with national barriers and preju- 
dices and misunderstandings very much 

(Please turn to page 328) 




















WANTS NEWS OF LATEST 
SYSTEM DEVELOPMENTS 


To the Editor: 

I am planning to revise our Customers’ 
Order, Back Order, Billing, and Claim De- 
partments, and am wondering if your office 
can give me any information relative to 
the latest system developments or machines 
for carrying on this work. 

Also, could you give me the names of 
any members of The Institute in the east 
who are considered to have these depart- 
ments operating under modern methods, or 
who have made recent studies along these 
lines ? 

Any information that you could give me 
in this connection would be very much ap- 
preciated. 

A MEMBER 


MORE THAN JUST A CHANGE 
IN NOMENCLATURE 


To the Editor: 

Your editorial comment on the “passing” 
of the certificate, in the August issue of 
THE CONTROLLER, causes sober considera- 
tion, for its significance goes beyond a 
mere change in nomenclature. 

The same business :men, bankers, and 
government officials who stood in awe of 
the certificate as originally conceived, con- 
tributed heavily toward its eventual pros- 
titution by insisting on accounting practices 
which necessitated qualification. The pub- 
lic accounting profession allowed their sub- 
servience to business expediency to degener- 
ate the certificate into a document of pro- 
tection for themselves rather than the stock- 
holders. I fail to see how the changing 
of title can obviate the evils of qualifica- 
tion. 

I am by no means in favor of government 
regimentation but in this instance I feel 
that a corrective step of much broader scope 
would be accomplished were some central 
tribunal such as The Controllers Institute 
endowed with the power of determining the 
type audit necessary to the protection of 
stockholders in companies of various sizes; 
this same organization to decide the ac- 
cepted method of handling controversial 
items in records and reports. 

The cause of qualifications would then 
be corrected and the certificate again take 
its place in the sun. 

A. E. CHURCH, 
Newsweek, New York City 


MAY BE DEFINITE LOSS IN 
PASSING OF CERTIFICATE 
To the Editor: 
There is no particular difference for the 
average controller whether the word used 


by the outside auditor is “certificate” or 
“report” because he understands fully what 
lies back of the certificate or report and 
just how seriously it is to be taken. The 
same applies, to a lesser degree, to the 
other officers of a corporation, and prob- 
ably to bankers and others versed in the 
interpretation and understanding of finan- 
cial statements. 

From the viewpoint of the uninformed 
layman, however, I think there may be a 
definite loss in the passing of the account- 
ants’ certificate. “Certificate” is a stronger 
word and means to him that the auditor as- 
sumes responsibility for the correctness of 
the financial statements. He would per- 
haps be right in believing that the auditor 
who calls himself a certified public ac- 
countant should be willing to give his re- 
port a title which coincides with the word 
‘certificate’ in the title he uses for busi- 
ness purposes. 

Furthermore, it would seem to be to the 
advantage of the auditors to encourage this 
viewpoint in the public mind, as it tends 
to build up prestige for the auditor and 
add weight to what he says. To be sure, 
the tendency would be also to make the 
auditor assume greater responsibility for 
the financial statement, but that is some- 
thing which is being forced upon him, in 
any event, and in my opinion he should 
have the courage and the belief in the 
audit work he has done to make him not 
only willing but glad to state his findings 
in the form of a certificate. 

I. D. DAWEs 
Virginia Carolina Chemical 
Corporation 


CONTROLLERS SHOULD ASSIST 
PUBLIC ACCOUNTANTS 
To the Editor: 

The editorial comment in the August 
issue of THE CONTROLLER is of vital im- 
portance to all controllers. The certificate, 
report or opinion—call it what you wish— 
of a certified public accountant should be 
as important today as it has been in the 
past; and it is one of the obligations of 
the controller to accomplish this end. 

Accounting as a profession is like all 
other professions in that it attracts a cer- 
tain percentage of undesirable and un- 
ethical individuals. It is undoubtedly the 
desire of the accounting profession to elim- 
inate all undesirable and unethical mem- 
bers, and the controllers are in a very 
strategic position to assist in accomplishing 
this result. 
~ Some accountants engaged in public prac- 
tice are prone to fit the job to the fee rather 
than fit the fee to the job. On this basis 
it is necessary to eliminate important de- 
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tail analysis and verifications in order to 
break even on the job. 

Independent auditors are often guided 
in their investigations by suggestions or in- 
structions from their clients, and as a re- 
sult the certificate or report is actually that 
of the client and not the auditor. 

Modern business management is abso- 
lutely dependent on accounting records and 
reports. Stockholders are dependent on in- 
formation furnished from accounting rec- 
ords, and are rightfully entitled to expect 
the true facts about their company. An in- 
dependent confirmation of the controller’s 
reports is most desirable on the part of 
the controller as well as other interested 
individuals. Therefore it must follow that 
controllers should take it upon themselves 
to assist the certified public accountants in 
reporting facts and convincing the public 
that it can depend on such reports. 

C. T. PLUMMER, 
Marchant Calculating Machine 
Company, ; 
Oakland, California 


REPORT SHOULD SHOW JUST 
WHAT ACCOUNTANTS DID 


To the Editor: 

The editorial comment of the August 
issue of THE CONTROLLER, referring to the 
certificate of public accountants, has proved 
quite interesting. 

Having been associated for a number of 
years with a nationally known firm of pub- 
lic accountants, the certificate itself was 
always most interesting, but I found that 
the meat of the report was not in the cer- 
tificate. It was always my idea, and espe- 
cially now that I have left the public field, 
that the report itself should contain some- 
thing to show just what was done by the 
public accountants. 

Many times I have been presented with 
reports containing a number of exhibits 
and schedules, but no other wording ex- 
cept the certificate. A report of this kind, 
of course, does not denote the work that is 
performed by the accountant, although such 
work may be everything that should be re- 
quired ; however, it conveyed nothing what- 
ever to me. 

I am of the opinion that the last sentence 
of the editorial comment, which stated that 
the report instead of the certificate is a 
step forward, is absolutely correct, and I 
hope that future reports issued by all ac- 
countants will be more explanatory and 
thus carry more weight with those to 
whom such reports are to be presented. 

J. C. RoseErts, 
Textiles, Incorporated, 
Gastonia, South Carolina 
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REASONABLE FLEXIBILITY 
IN REPORTING 
To the Editor: 

I have read with a great deal of interest 
the address of the Honorable Robert E. 
Healy before the Mid-Western Conference 
of Controllers, as it appeared in the June 
issue of THE CONTROLLER. 

Depending on how the shoe may fit, in- 
dustrial management and controllers gen- 
erally may find in it excoriation or simply a 
plain and workable definition of what is 
expected from within by way of proper 
accounting and the honest and intelligible 
reporting of significant data to investors— 
both worthy objectives, which I would be 
loathe to think are not the goal of the vast 
majority in number of our corporate man- 
agements. 

In placing the primary responsibility for 
these with the controller, Commissioner 
Healy would not leave him without work- 
tools but quite succinctly and accurately 
points out that he must be given the powers 
and the freedom from deflecting influences 
necessary to discharge suitably such an ob- 
ligation—through the manner of his ap- 
pointment and his accountability to persons 
and through his voice in corporate policies 
and affairs. 

The Commissioner’s address is important 
to the controller because of the official 
character of the recognition that is given, 
not only to his status in relation to the 
corporation, the public accountant and the 
investing public, but also with respect to 
his signal qualifications to develop con- 
gruous accounting methods and presenta- 
tions, at present lacking to a degree which 
in a few instances at least has led to abuses 
and public condemnation. This need for 
greater consistency in accounting methods 
and in the presentation of intelligible pic- 
tures of the corporate financial status and 
operating results has been convincingly il- 
lustrated by Mr. Healy, and it would ap- 
pear that the studies which have been given 
in the past to this need by professional and 
other bodies have not been entirely fruitful. 

There is a large field to be covered here 
and there are many practical obstacles in 
the path of achieving an ideal degree of 
exactness and uniformity, for it would seem 
that there needs must be some measure of 
flexibility in treating with the differing 
types of operations of widely diversified 
industries and commercial endeavors. Fur- 
ther, it must be recognized that an item 
having important implications in the con- 
duct of one business may be of no particu- 
lar significance and of no concern to the in- 
vestors in a different type of business. Nor 
can we lay down a general rule which 
would fit each individual case as to just 
what data constitute useful or helpful dis- 
closures. It would seem that in keeping 


stockholders suitably informed there exists 
also the requirement for safeguarding their 
interests and the interests of their corpora- 
tion through withholding any data of no 
particular moment to them but perhaps use- 
ful to others whose sole purpose it might 
be to create annoyance and embarrassment 
for purely personal and selfish gain. 

It may also be argued that the promulga- 
tion of a mass of non-essential detail is 
confusing and of no value to the investor; 
that no useful purpose is served in pub- 
lishing, for the benefit of competition, in- 
formation which may be used destructively 
and selfishly by it, contrary to the very 
interests of the investors in the subject 
corporation. Not the least of the problems 
in attempting consistent accounting are 
those which arise through legislative defi- 
nitions and requirements promulgated with 
specific objectives in view and perhaps, not 
always with due regard to accepted cus- 
toms of industry and to sound and uniform 
principles of accounting. 

Thus the need of reasonable flexibility 
should, I believe, be recognized in formu- 
lating rules of reporting rather than to ap- 
ply hard and fast rules indiscriminately to 
all. 

Due recognition has been given by Mr. 
Healy to many of these factors. In the 
main, they do not detract from the broad 
truth that there is vast room and an abso- 
lute necessity for eliminating the enigmatic 
features of accounting and _ reporting. 
Cloaked with proper authority and given 
proper recognition, there exists for the body 
of controllers the opportunity to become an 
important influence in bringing this about. 

JOHN N. LAMBERT, 
Snider Packing Corporation, 
Rochester, New York 


PASSING OF “CERTIFICATE” 
REPRESENTS IMPROVEMENT 
To the Editor: 

The Editorial Comment appearing in the 
August, 1939 issue of “The Controller’ 
relative to the proposed discontinuance by 
public accountants of the use of the term 
‘certificate’ is particularly interesting to 
members of The Controllers Institute who 
have served in the public accounting pro- 
fession. 

It would appear reasonable that any dis- 
cussion pertaining to the advisability of 
such discontinuance and the adoption by 
public accountants of the term “report’’ or 
“report and opinion’ should most carefully 
take into consideration the limitations as to 
the average investor’s knowledge of report 
procedure and accounting terminology. 

In my opinion, the proposed, and in a 
number of instances, the actual, passing 
from audit reports of the term “certificate” 
represents an improvement in such report 


327 


presentation. The term “certificate” (not- 
withstanding the inclusion in the body of 
the certificate of qualifying terms such as 
“in our opinion,” “fairly present,’’ and the 
like), has quite commonly implied to lay- 
men that audit report figures possess a high 
degree of exactitude; whereas, such figures, 
especially those relating to asset valuation 
and frequently liability determination, es- 
sentially involve a considerable degree of 
estimation. 

Some of the prominent public accounting 
firms use no caption in their audit report 
presentation, which in letter form briefly 
outlines the extent of the examination and 
any required qualification, and clearly in- 
dicates that the figures included in such re- 
port represent the opinion of the related 
public accounting firm. 

Fortunately, an increasing number of ac- 
countants are preparing financial statements 
in a manner which conveys to the readers 
thereof the fact that the information shown 
in such statements is only approximately, 
and not exactly, representative of the situ- 
ation so reported. 

RAYMOND E. BRENNAN 
Portland Electric Power Company, 
Portland, Oregon 


CERTIFICATE UNSATISFACTORY 
TO CLIENT AND STOCKHOLDERS 
To the Editor: 


The independent auditors’ ‘“‘certificate’’ 
was most unsatisfactory, both to the client 
and stockholders alike. Its parallel would 
be the salesman who told you this company 
was behind the merchandise one hundred 
percent. and then immediately qualified his 
statement. Certainly one has little faith in 
qualified statements. 

Personally I think the American Institute 
of Accountants has done a big thing in 
making the change, and the new short-form 
statement will be far more satisfactory to 
all concerned. 

LEONARD W. HUGHES, 

California Corrigated Culvert Company, 

Berkeley, California 


MORE HONEST FORM 
OF DOCUMENT 
To the Editor: 

I have just read the editorial in the 
August 1939 issue of THE CONTROLLER 
relative to the changes adopted by the 
American Institute of Accountants in the 
preparation of public accountants’ certifi- 
cates. 

I endorse the thought expressed in the 
editorial and agree that the new form of 
report will be a more honest form of docu- 
ment than the certificate of the past. 

GeorGE H. HEss, Jr., 

Great Northern Railway Company, 
St. Paul, Minnesota 
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Controller Just Back 
(Continued from page 325) 

as they existed in 1914. To under- 
stand what is the cause of the unrest 
in Europe, one must admit that basi- 
cally, one of the fundamental causes of 
dissatisfaction is the inequitable dis- 
tribution of the material resources of 
the world. When one tries to under- 
stand what, for example, Hitler is 
attempting to get for Germany, or 
Mussolini for the Italian people, it 
boils down to the fact that they want 
something they do not have; in other 
words, the “have-nots” want some- 
thing from the “haves.” And when 
these “wants” are essentials such as 
food and raw materials, as in the case 
of Germany, it is easy for a nation to 
think that even war is not too high a 
ptice to pay for them. 

Following along these lines, the In- 
ternational Chamber of Commerce 
adopted a resolution unanimously as 
follows: 

“That the Governments of France, 
Germany, Italy, Japan, The United 
Kingdom, and the United States of 
America each colloborate, in so far 
as this is not the case already, with 
their own leading business men in a 
thorough study of the economic and 
fiscal condition of their individual 
countries with respect to their national 
needs and their possible contribution 
to the world’s economic development.” 

Then the resolution proposed that 
“When these countries shall have 
completed their surveys, their economic 
experts meet for the purpose of form- 
ulating a plan of adjustment which 
will give all countries of the world a 
fair opportunity to share in the re- 
sources of the world.” 


PRACTICAL STEP TOWARD WoRLD 
PEACE 


It was a great personal pleasure to 
me and a very great honor to know 
that Mr. Watson, president of my com- 
pany, as president of the International 
Chamber of Commerce, was the man 
who not only formulated this resolu- 
tion but, through the strength of his 
own character and personality, had it 
accepted and passed unanimously by 
all the delegates. When one considers 
that there were 126 delegates from 
Germany, he will see that this was 
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indeed an outstanding achievement, 
probably one of the most outstanding 
practical steps towards world peace 
that has been taken. 

Well, so much for Copenhagen. 
Now let me get back to the practical 
reasons as to why I personally believe 
there will not be a war. 

In the first place, I think it can be 
safely assumed that, if any country 
wants war, it is not the democracies, 
that is to say, not England, France, 
certainly not the United States. It is 
also, I think, logical that the only na- 
tion or nations that would want war 
would be a nation that thought it 
could win a war. There would not be 
any sense in wanting a war if you 
thought you could not win it. 

Now last September, at the time of 
Munich, the relative armed strength 
of Germany and Italy on the one hand 
and of England and France on the 
other was basically different than what 
it is today. The strength of the Ger- 
man and Italian Axis was so great 
that they were practically able to dic- 
tate as they wanted to. This was due 
to the unpreparedness of England and 
France who, under a succession of 
weak governments, had been lulled 
into a sleep of false security. This was 
especially true of the respective coun- 
tries’ air forces. It is not true today. 

During the last war I was a flying 
officer in the British Army and while 
I was in England I looked up men 
who used to be with me. Some of 
these man had stayed in the air force, 
and, although they did not, of course, 
tell me anything they should not have 
done, I formed the very definite im- 
pression that last September at the time 
of Munich the German air force out- 
numbered the British and French air 
forces to such a degree that the out- 
come of a war in the air at that time 
would have gone only one way. 


BRITISH AIRCRAFT PRODUCTION 


This has all been changed. England 
today has made one of the greatest ef- 
forts in history. She has expanded her 
air force tremendously. Official figures 
published are that she is producing 
1,000 planes a month. I believe that 
these figures really understate her pres- 
ent production. 

One of the things that interested me 


from my own personal experience was 
whether it was possible to train in so 
short a time sufficient personnel to fly 
these modern high-powered, high- 
speed machines. When I was flying in 
1916 and 1917 it was fairly easy to 
train a man to fly an ordinary type of 
machine of moderate speed—machines 
for reconnaissance, artillery observa- 
tion, and bombing, and the like; but 
to fly the high-powered and speedy 
single-seated machines needed the 
rather extraordinary flyer. Probably 
not more than one pilot in thirty was 
good enough to fly the high-speed 
single-seater fighting machines of the 
World War. It naturally occurred to 
me that with the present large produc- 
tion of these high-powered machines 
it would be difficult to find men capa- 
ble of flying them. 

But my friends in the air force soon 
reassured me on this. On the contrary, 
they said, the high-powered machines 
ot today are easy to fly. “They are 
nothing like the crates you and I stag- 
gered around in. They have air brakes 
and all sort of stabilizing gadgets. 
We have no problem in finding and 
training competent pilots.” 

I then spent some time in France 
and was there when the joint military 
parade display of the French and Brit- 
ish Armies took place on July 14, the 
150th anniversary of the falling of the 
Bastille, the greatest national holiday 
in France. 

Military displays and parades of 
armed forces are always impressive, 
especially to an ex-service man, but 
this one was especially so. With selec- 
tions from all the picked regiments of 
the French and British armies—the 
Grenadier Guards, the Foreign Legion, 
and the flower of the French great 
colonial army—it made a most impos- 
ing and satisfactory sight. Along with 
this came detachments from the mech- 
anized equipment with which the 
French army is so well equipped, and 
over and above us down the Champs 
Elysee roared the great bombers and 
pursuit ships of the French and 
English Air Forces in a seemingly end- 
less procession. It was tremendously 
satisfying because it showed me the 
present-day tremendous strength of the 
French and British armed forces. 

(Please turn to page 330) 
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Controller Just Back 
(Continued from page 328) 
CALMNESS OF BRITISH AND FRENCH 


In France I found, with the people 
I talked to, as I did in England, abso- 
lute calmness and absence of jitters 
about an impending war. The prepa- 
rations in England are very impressive, 
especially to one born and raised in 
England. The English people, as you 
may know, have rather a habit of not 
doing anything unpleasant until they 
have to. In the last war, which started 
for the English in 1914, it must have 
been well on into 1915 before the 
average person in England woke up to 
the fact that the British Empire was in 
a war and not only in a war but in 
danger of getting licked. Up to that 
time, a war was the other fellow’s 
affair—the affair of a youngster like 
myself in the army—but the business 
man was inclined to think that so long 
as he paid his taxes, he had done his 
share. But, as I say, suddenly he woke 
up to the fact that the British Empire 
had a job on its hands. The reason 
primarily was because we had the men 
and the money but had not made 
proper preparation; not the armament 
production; not the munitions produc- 
tion. 

I was with the British infantry in 
France in the autumn of 1914 and 
saw the shocking evidence of this lack 
of preparation. Our artillery batteries 
covering us infantry were in many cases 
limited to four shells a day to fire, be- 
cause of absence of munitions. 

But in 1915 this changed practically 
overnight. Lloyd George went into 
power and almost immediately an im- 
mense production of armaments com- 
menced. It seemed that every little 
bicycle repair shop was turning out 
some part of a munition. And within 
a year we were drenching the Germans 
on the western front with even heavier 
artillery than they had. 


ENGLAND Is AWAKE AND READY 
Now 


I saw the same spirit in England 
today. The people have awakened. 
Everywhere you go, not always on the 
surface, but everywhere there are un- 
mistakable signs of thoroughly eff- 
cient preparation and production for 


war. Aircraft factories, bigger than 
anything we have in America. Food 
supplies deep down underground to 
prevent England being starved by sub- 
marines. Warships being built and 
manned. England is ready, come what 
may. 

I noted the same change in France. 
On a visit there five years ago there 
was a spirit of unrest, unemployment 
and idleness which was apparent to 
any observer. The delapidation of 
houses, farms, railroad equipment was 
very noticeable. Today all this is 
changed. France is on her toes, up to 
date, and hard-working. France is 
strong and calm in the confidence of 
her strength. 

And now I come to the crux of my 
argument. Why would Germany or 
Italy, who did not fight last Septem- 
ber, when apparently they could hardly 
have lost, want to fight in August when 
they can not possibly win? This is the 
way the Frenchman looks at it and this 
is the way the English look at it. It 
just does not make sense. 

After all, Hitler, however we may 
disagree with his policies or dislike 
his methods, has shown himself in 
most of his moves to be a sane man. 
There is no doubt in my opinion that 
he will use the threat of war and play 
it to the last card, to get what he 
wants. After all, anybody that really 
wants to bluff successfully has to bluff 
seriously or the bluff would be called. 
The essence of a successful bluff is to 
make the other person believe that 
you are not bluffing. 

Whatever Hitler's intentions may 
have been in the past, I doubt that he 
ever really intended to go to war to 
get what he wanted. Otherwise, he 
would have made war at the time of 
Munich. I believe he has missed the 
boat. The armed might of England 
and France, backed as Hitler must only 
too well know by the resources of the 
United States which will be available 
to the immense wealth of the allies, 
have removed in my opinion all fear 
of a deliberate war in the immediate 
future. 

It is very probable that in the near 
future we shall get some more bad 
scares of war. Personally, I do not 
believe the period of scares can last 
much longer than a few more weeks 
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because in Europe it is practically nec- 
essary to wage a successful war that it 
be started before the winter com- 
mences. To be cynical, war ‘‘incidents”’ 
are more apt to occur in Europe when 
the weather is still good. Moving 
troops in Europe in rainy weather is a 
very difficult task. But probably these 
scares will occur, but will simply bear 
out my belief that Mr. Hitler, al- 
though a very successful bluffer, has 
this time over-played his hand. 


DEPRECIATION PRINCIPLES AND AP- 
PLICATIONS, by Earl A. Saliers. The Ron- 
ald Press Company, New York, 1939. 495 
pages. $5. 

This is the third edition of a well-known 
book, published first in 1915, revised in 
1922, and now brought up to date. 

The first three chapters describe the 
emergence and development of the depre- 
ciation problem from the sixteenth century 
to the present. Dr. Saliers says he is 
committed to no particular method.  Al- 
though cost is generally regarded as the 
proper basis on which to compute the 
depreciation charge, he recognizes that a 
departure therefrom may at times be justi- 
fied. The changing costs of replacement, 
he says, are mere contingencies, favorable 
or unfavorable as the case may be. Ex- 
perience has shown the impossibility of 
forecasting them. After all, cost is cost and 
it should not be converted into something 
different because years hence it may be 
necessary to pay more or less. In reality 
there is, in a society constantly being  af- 
fected by new inventions and changing 
methods, little actual replacement of spe- 
cific property. 

Chapters 4, 5 and 6 discuss the theory 
of depreciation. The term is considered 
in its most comprehensive sense as includ- 
ing all forms of deterioration of wealth. 
These may be the result of wear and tear, 
tenure of holding, impermanency of indus- 
try, exhaustion of natural wealth, obsoles- 
cence, vicissitudes and casualties not in- 
surable, fluctuations in trade, or inadequacy. 
Each of the various forms is discussed at 
length. 

Other chapters and their subjects are 
(7) Depreciation and Working Capital, 
(8) Maintenance, (9) Adjustments to cor- 
rect past errors in under- or over-estimating 
useful life, or in connection with appraisals, 
reorganization, and the like, (10) Depre- 
ciation as a Manufacturing Cost and the 
effect of overtime and idle time on the 
rate, (11) Depreciation in balance sheets 
and profit and loss statements, (12) Ac- 
counting and Appraisals, (13), (14), (18), 
(19), (20), Inadequate Methods and In- 
come Tax Developments, (15) The Plant 
Ledger, (16), (17), Income Concepts, 
(21), English Experience, and (22) and 
(23) Methods of Depreciation. There is 
also an extensive appendix. 

Reviewed by E. STEWART FREEMAN. 
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MEMO 


TO: Mr. Controller 


SUBJECT: Money-saving facts 


Te 


you ought to know 


We have never studied any company's system of printing 
and handling forms without finding that a large amount 
of money, time, and labor was being wasted. 


Most of this waste is hidden waste --- waste that the 
company's officials did not know existed. 


This waste is eliminated by the Knox Plan for Printing 
Control. 


Every client adopting the Knox Plan for Printing Con- 
trol has effected savings that exceeded the cost of 
the service. 


The Knox Plan for Printing Control is a permanent plan. 
It is installed for a single fee and then continues in 
efficient operation indefinitely. 


The Knox Plan operates without outside help. Your reg— 
ular employees do all the work after the Plan has been 
put into operation. 


The Knox Plan differs in principle from all other sys- 
tems of standardizing and controlling the printing of 
forms and other material. It is based on scientific 
standards which were developed by the Knox organization 
and can be used by their clients only. 


To learn how the Knox Plan for Printing Control will save 
money for your company, just drop a line for information. 


FRANK M. KNOX COMPANY 


In New York: 30 Rockefeller Plaza, Telephone: Clrele 7-3061 
In Chicago: 540 N. Michigan Ave., Telephone: Delaware 1392 


PRINTING CONTROL AND STANDARDIZATION 


























Case Material on Controllership Problems 








ADDITIONAL RESPONSES TO QUESTIONS CONCERNING 
KEYMAN BONUS SYSTEM 


Additional responses are presented 
here to a questionnaire concerning 
bonus plans and cash incentives for 
executives, which was sent out re- 
cently. 

This series of articles started in the 
July, 1939, issue of THE CONTROL- 
LER, when it was announced that the 
management of the Colster Machinery 
Company had decided to reconsider 
thoroughly the wisdom of the policy 
involved in keyman bonus technique. 
It was felt desirable to make a search- 
ing inquiry into the merits of any plan 
providing for cash rewards for ‘above 
standard” performance in terms of cur- 
rent operating conditions. It was de- 
cided to learn the experiences of other 
companies, and a questionnaire was 
circulated. 

In the August issue of THE Con- 
TROLLER, the first four questions asked 
were reproduced, together with replies 
to those questions from five of the in- 
dividuals to whom the questionnaire 
had been addressed. In the order in 
which the responses were presented, 
the industries represented are: (1) 
paper manufacturing and paper prod- 
ucts, (2) automobile accessories and 
basic manufacturing parts for automo- 
biles, (3) electrical equipment, (4) 
general machinery, and (5) electrical 
equipment and general machinery. 

The same order is followed in pre- 
senting additional questions and an- 
swers in this issue, beginning with 
question Number 5: 


Question 5. How much of a part 
should the keymen have in setting the 
standards? 

(a) Should the original standards be as 
tight as engineering analysis would 
warrant? 


Re plies 
A. “The answer depends upon the 
type of the keyman but unless the key- 
man is satisfied that the plan is rea- 
sonable the plan is not likely to be 
very successful. The keymen should 


have an opportunity at least to express 
their opinion. 

“If nobody is to get a bonus except 
for ‘super-perfect’ performance, the 
plan is not likely to be successful. The 
standards must seem reasonable to the 
people involved. If the standards are 
set so that the people will later earn 
‘super-bonuses,’ that also may cause 
difficulty. One compromise is to start 
with small bonuses.” 

B. ‘Very little, if any, if the stand- 
ards are set by capable engineers with 
a knowledge of conditions surround- 
ing the department or job. 

“a) No, not unless a small basic 
bonus is paid for merely meeting the 
standards or coming within 5 per cent. 
or so of meeting the standards.” 

C. “All keymen should be in agree- 
ment with the standards set for his 
control. 

“a) Tight budgets are all 
not unattainable.” 

D. “Only to the point of having the 
keymen satisfied (within reason) that 
the standards are fair and attainable. 

‘‘a) Standards should not be too 
tight. The reason for this is that the 
quicker they can be attained, the better 
off the company will be. Care should 
be taken, however, in the establish- 
ment of the percentage to be paid out 
as bonus.” 

E. “All keymen should understand 
the use of the standards and agree to 
the allowances therein. The standards 
are in fact an agreement between key- 
men and management of the expected, 
or calculated, cost during the life of 
the budget. 

a) Yes—providing that due time 
allowance to effect betterments over 
current operations are considered in 
the standards. The practical way is to 
set a rather loose standard of short 
duration in the initial installation and 
then gradually tighten on the first and 
succeeding revisions. In no case should 
arbitrary deductions be made in the 
standards, and in case of major better- 
ments not all the savings should be 
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right if 


taken out of the budget, especially 
when these have only been effected in 
the last part of the budget period.” 


Question 6. How much leeway should 
be given the keymen in making decisions 
bearing upon their cost results (labor or 
manufacturing expense) ? 

(a) What allowances should be made, if 
any, when the expression of man- 
agerial policy affects costs within 
the area of responsibility of the vari- 
ous keymen? 


Re plies 

A. “I do not know how to answer 
this in the abstract. It is, I think, a 
difficulty inherent to the bonus plan 
which often cannot be answered satis- 
factorily.”’ 

B. “They should not be permitted 
any variation from established routine 
or policy without the consent of man- 
agement, nor should they be permitted 
to make any decisions that will affect 
the quality of the product.” 

“a) Allowances should be made 
when management’s instructions or 
decisions affect costs if they differ from 
the existing conditions or contem- 
plated operations at the time the stand- 
ards were set.” 

C. “a) Results obtained by man- 
datory managerial policies should be 
eliminated from bonus calculations.” 

D. “The keymen should be given a 
free hand so long as they are within 
the policies established by the man- 
agement. 

“a) Results thus obtained should be 
eliminated from bonus calculations.” 

E. ‘‘Management must assume re- 
sponsibility for hours of work, rates 
of pay, kind and quality of materials 
used in processing, and grades of tools 
and manufacturing expense material 
used. The supervision keyman should 
have direct supervision of all activities 
and personnel of his department and 
be free to make minor changes fi- 
nanced by savings in cost. Major re- 
arrangements, changes in processing, 
extraordinary repairs and renewals, 
and changes in design should have 
executive approval before being under- 
taken. 

(Please turn to page 334) 
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In a large or a small office, 
the first job is to study the 
work being done at each desk 
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Only by surveying the work being done at 
each desk can you determine whether or 
not your employees are handicapped by a 
routine that causes expensive bottlenecks, 
annoying peak periods, unnecessary dupli- 
cations, or other needless, costly oper- 
ations. To help you make such a survey in 
your office, Burroughs offers you a copy of 
‘‘Ways to Save Time in an Office,’’ con- 


taining definite and practical suggestions. 


GET YOUR FREE COPY 


The demand for this new book- SAVE TIME 


let from executives in every line in an 
t fro y OFFICE 





of business has already necessi- 
tated a fourth printing. You 
can get your copy by calling 
your local Burroughs office. Or, 
if you prefer, write on your own 
letterhead to— 





BURROUGHS ADDING MACHINE COMPANY 
6049 SECOND BOULEVARD, DETROIT, MICHIGAN 
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Case Material 
(Continued from page 332) 

“a) Major policy changes by man- 
agement, such as hours of work, rates 
of pay, employee welfare, and _ state 
and federal acts, should be reflected 
in the standards before the calculation 
of savings and bonuses.” 

Question 7. To what extent should 


management aid the keymen in realizing 
their cost standards? How? 


Re plies 

A. “If ‘management’ means ‘other 
keymen,’ then the help given by such 
keymen should entitle them to some 
form of sharing in the bonus. In a 
functional or line and staff organiza- 
tion, the functional or staff men should 
be included in the bonus plan.” 

B. ‘Management should render full 
assistance to the keymen through ad- 
vice and instruction, but should not, of 
course, carry this to the point where 
the keymen cease to make any deci- 
sions for themselves. The tendency 
should be to develop their initiative 
and sense of responsibility.” 

C. “All possible aid should be given 
to the keymen by management at all 
times.” 

D. “To as great an extent as possi- 
ble. The best way would be to give the 
keymen as much responsibility as pos- 
sible.”’ 

E. “In every practical way. First, by 
an educational program; by full ex- 
planation of the plan and the expected 
possibilities. Later, at regular meetings 
the announcement in detail of out- 
standing savings effected in certain de- 
partments so that all keymen may have 
the benefit of this knowledge. Prompt 
action should be taken on suggestions 
that require approval before being put 
into effect and a spirit of fairness is 
necessary in administrating the plan.” 

Question 8. To what extent should 
the cost standards (either labor rates or 
expense curves) be revised as progress 
is made in the improvement of operat- 
ing conditions by keymen? 


(a) Should such revisions, if made, be 
allowed to affect the earnings of the 
keymen involved? 


Replies 
A. “Here again we face one of the 
inherent difficulties of the bonus plan 
which is always likely to cause trouble. 


The Controller, September, 1939 


Probably the standards should be set 
for a limited period and be subject to 
change at stated intervals. One solu- 
tion is to increase the base salaries of 
the individuals responsible when the 
standards are raised.” 

B. “This is a delicate question and 
requires consideration of many factors. 
Generally speaking, I would say that 
the cost standards should be changed 
annually, and that when standards are 
tightened to absorb margins created 
by improvements conceived by keymen 
they should then be given increases in 
salary or other recognition to offset the 
reduction in their potential bonus earn- 
ings. If, however, a sudden and ex- 
tensive reduction in cost is effected 
through the ideas of a keyman, I be- 
lieve it better to make an immediate 
change in the standards and give him 
prompt recognition in the form of a 
special bonus. This will permit the 
management to take quick advantage 
of the reduced costs in the establish- 
ment of selling prices. On the other 
hand, if it appears that a standard has 
been set too tight, it should be changed 
as soon as the management is con- 
vinced that the keyman has made 
every effort to meet it.” 

C. “Cost standards should not be 
lowered below the standard amount 
which would be established without 
the keyman bonus plan. 

“a) No, not unless earnings re- 
sulted from errors in establishing the 
original standards.” 

D. “If it is necessary to reestablish 
cost standards due to improvements 
made by the keymen, then a corre- 
sponding change should be made in 
the bonus payment percentage. The 
only case where this should not be 
done is where an error was involved 
in the establishment of the standards. 

“a) Budgets and bonus percentages 
should be changed, but the actual 
bonus payments should not be ma- 
terially changed.” 

E. “Cost standards should only be 
revised after it is definitely established 
that improvements in operating condi- 
tions are permanent. 

“a) As a general rule, these better- 
ments should be written into the 
standard budgets at regular stated 
dates for revision of standards, and 
should not affect the earnings of the 


keymen during the life of the current 
standard. In dealing with major items 
of this kind in revised standards, al- 
lowances should be made for improve- 
ments that were reflected in the old 
standards for only a short time, other- 
wise, improvements may be delayed 
until after the new budgets are in- 
stalled.” 





Seven more questions, and the 
replies thereto, are to be presented 
in subsequent issues of THE CON- | 
TROLLER. Watch for another in- 

| stallment next month. 











COMMENTS ON REPORT OF 
MANAGING DIRECTOR 


To the Managing Director: 

“Your report of June 26th addressed to 
the Board of Directors was read with much 
interest. 

“The Institute is to be complimented on 
the wide field of its activities and the per- 
fection of its performance. 

“Throughout your report I sensed two 
very important activities which in the fu- 
ture should be very fruitful, namely: 

“1. Future educational opportunities to 
come out of teaching of controllership func- 
tions in our universities and other educa- 
tional assemblies. 

2. Encouraging legislative minds to 
recognize the efficacy and significance of 
controllers and controllership functions in 
corporate affairs. 

“Between these two paths lies opportu- 
nity for the “spade work’ of our organiza- 
tion, such as: 

“1. Advancement of the code of ethics 
and professional standing of controllers. 

“2. Aid and assistance given to govern- 
mental bodies. 

3. The great good coming out of re- 
gional conferences. 

“4. Development and issuance of pub- 
lications. 

5. Cooperation with other professional 
organizations. 


“All this must inevitably inure to the 
benefit of business, and whatever benefits 
business benefits persons engaged in and 
dependent upon business. Therein lies the 
strength of our organization, namely, that 
ultimately we serve the people. 

“Again I say the officers and directors 
of The Institute are to be complimented 
for the breadth of their viewpoint and the 
depth of their activities. 


Excerpt from letter by Mr. Edward 
V. Mills, of San Francisco, a vice- 
president and national director of The 
Institute. 








REVIEWS of Recent Business Publications 


TAXATION AND CAPITAL INVEST- 
MENT, by James D. Magee, published by 
Brookings Institution, Washington, D. C. 
70-page pamphlet. 50 cents. 

This study deals only with selected as- 
pects of taxation and is not put forth as an 
analysis of the entire taxation system. It is 
a preprinted part of a more comprehensive 
research project entitled, ‘Capital Expan- 
sion, Employment, and Economic Stability,” 
which is scheduled for publication later this 
year. 

The author concludes that we must 
choose between an arrested flow of funds 
into new capital enterprise—which halts 
economic progress and perpetuates stagna- 
tion—and a modification of the system of 
taxation, even if such modification appears 
to run counter to current conceptions with 
respect to such problems as justice in tax- 
ation and the redistribution of wealth 
through the medium of the tax machinery. 
The primary need at this time—outweigh- 
ing every other consideration—is the stimu- 
lation of capital expansion. 

Reviewed by E. STEWART FREEMAN. 


THE COMPTROLLER GENERAL, A 
Study in the Law and Practice of Financial 
Administration, by Harvey C. Mansfield, 
Yale University Press, New Haven, Conn. 
310 pages. $3. 


This volume presents the first detailed 
and comprehensive account of the office of 
comptroller general since the position was 
established in 1921. It is a vigorous criti- 
cism of the policies of the office, based on 
an extensive study of the system of financial 
administration of the national government 
and its effects on operating results. It ex- 
poses some current illusions concerning “the 
watch-dog of the Treasury’ and explains 
why after eighteen years there is still no 
independent audit of government expendi- 
ture. 

The comptroller general has practically 
nothing to do with fixing the amount of 
money that the administrative establish- 
ments may spend; Congress does that. Thus 
he does not and can not “save” money. 
What he does not allow to be spent for one 
purpose will be spent for another. He has, 
however, a great deal to do with the man- 
ner in which money may be spent—the spe- 
cific uses to which it may be put, and the 
procedures necessary to be followed if the 
expenditures are to be approved. He at- 
taches the stigma of illegality to any devi- 
ation from conformity, however technical 
the infraction. For example; the State De- 
partment may not transfer a diplomatic of- 
ficer from one post to another on a foreign 
vessel until the comptroller general has ex- 
amined all the sailing schedules and con- 


cluded that no American-owned vessel could 
be used for even part of the journey; gov- 
ernment employees may not use airplane 
transportation on official business unless the 
comptroller general can later be satisfied 
that the faster service was required. 

Centralization may bring undoubted bene- 
fits if it is intelligently applied and if the 
central authority is under the same pressure 
of responsibility as are the operating units 
to get the results that the organization as 
a whole exists to supply. But this is the 
fatal weakness. The comptroller general 
has the authority but no commensurate re- 
sponsibility. He can make and enforce his 
rules without having to answer for the dif- 
ficulties they create. 

Reviewed by E. STEWART FREEMAN. 


Silent Speed Electric Calculator 

The Marchant Calculating Machine 
Company has recently introduced a 
new silent-speed electric calculator 
with an automatic selective carriage 
tabulation which is described by the 
company as an innovation in calculat- 
ing machine operation. It is claimed 
that this new model operates at a speed 
fifty per cent. faster than its predecessor. 
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REVIEWS of Recent Business Publications 


PAPERS ON ACCOUNTING PRINCI- 
PLES AND PROCEDURES presented at 
the Fifty-First Annual (September 1938) 
Meeting, American Institute of Account- 
ants, a 260 page booklet published by that 
Institute. New York, New York. Price $1. 

This pamphlet is divided into ten parts: 
(1) A Discussion of “A Statement of Ac- 
counting Principles,” (2) Relationships be- 
tween Legal and Accounting Concepts, (3) 
Auditors Certificates, (4) The Revenue Act 
of 1938, (5) Problems in the Social Se- 
curity Act, (6) Modern Developments in 
Costs, Budgets, and Control, (7) Building 
and Loan Accounting, (8) The Future of 
the Certified Public Accountant, (9) Ma- 
chine Accounting, and (10) Meeting of 
Accountancy Examiners. Some of the points 
brought out in the first two parts are as 
follows: 

UNIFORMITY IN ACCOUNTING, by WV. A. 
Staub: Uniformity prescribed by authority 
has a tendency to freeze rather than merely 
standardize accounting practice, and to lead 
to a minimum standard, rather than a maxi- 
mum, of good accounting practice. There 
tends to be a stabilization at an approxi- 
mate point of development rather than re- 
garding it as but a taking-off point for 
further advance and improvement. There 
may be alternative methods either of which 
may be good, depending upon the particu- 
lar circumstances or an election which man- 
agement may reasonably make. 

ADJUSTMENTS OF FIXED ASSETS, by 
Henry T. Chamberlain: Two shaky argu- 
ments are used to rationalize direct charges 
and credits to surplus (1) that these en- 
tries are capital items and not income item 
entries and (2) that they belong to the 
past and not the present. 

The first has no basis in fact or fiction. 
It is merely the result of a loose, mislead- 
ing and meaningless terminology. Do not 
all gains add to the capital of a business 
and all losses deplete the capital? If the 
term ‘capital’ is clearly understood to 
mean merely “unusual” or “non-recurring,” 
the author will not quibble over the use 
of words but he does quarrel with any use 
of the word “capital” to justify direct 
credits or charges to surplus. 

The second argument for omitting items 
from profit and loss is a dangerous doctrine 
against which the profession could well 
take a stand immediately. If management 
knows that it can understate depreciation 
charges to income and depend upon the ac- 
countants to come to its rescue and bury the 
deficiency in surplus, we can expect an ever- 
increasing number of these adjustments 
and annual income statements will mean 
little. The method of reporting net income 
which tolerates direct charges and credits 
to surplus is misleading and designed to 
appeal to the gullible who regard the last 
figure in the income account as the only 
figure of any significance in the accountants’ 
report. 


Unusual items should properly be sepa- 
rated and explained in the income account 
but we should keep away from the tempta- 
tion to avoid forever charges which are 
properly made only against income. It is 
not sufficient to say “the past has already 
been woven into the fabric of our economic 
life’ for to the absentee owner the past 
becomes the present when for the first time 
accounting recognition is given to past er- 
rors in judgment. 

A management which reports to its stock- 
holders that its net income for the year 
was $1,000,000 when at the same time it 
recognized a loss of 270 million dollars 
and ignored that fact in its net income 
calculation, has failed in its duty to those 
who trust. A loss on the sale or abandon- 
ment of fixed assets is nothing more than 
the reflection of insufficient charges for 
depreciation against past income. 

PRINCIPLES RELATED TO INVENTORY 
VALUATION, by J. Chester Crandell. Each 
purchase of material should be charged to 
inventory at actual cost and after each such 
charge the average cost of material in in- 
ventory should be recomputed. Thereafter 
all withdrawals from inventory should be 
charged out at such average until the next 
purchase and the recomputation of a new 
average cost. The author calls this the 
running average method and prefers it to 
the first-in, first-out method. He objects 
to the last-in, first-out and base cost meth- 
ods as attempts to introduce an unreal 
smoothing. He would show against the 
sales this (running average) actual cost of 
the goods sold and keep out of operating 
profit all adjustments to ‘“‘market.” While 
the balance sheet should show the lower 
of cost or market, the adjustment of the 
reserve due to unrealized changes in price 
should be shown separately as non-oper- 
ating profit or loss. 

PRINCIPLES RELATED TO ‘DEFERRED 
CHARGES” and “PREPAID EXPENSES,” by 
W. A. Paton: The author objects to the use 
of the heading ‘deferred charges,” as a 
catch-all label for unexplained odds and 
ends, shown as the last asset item on the 
balance sheet. The adding together of stock 
and bond discount, genuine organization 
cost, doubtful claims, unamortized cost of 
abandoned-plant items, unexpired insur- 
ance, and the like, and reporting the total 
as “deferred charges’ is decidedly poor 
practice. Current prepaid expenses of un- 
questioned validity should be treated as cur- 
rent assets; contra-equity items should be 
so reported on the liability side as such; 
losses should be written off; only long- 
term costs applicable to the future and not 
reportable elsewhere, should be shown as 
“deferred charges.” 

There is far too much emphasis upon 
the criterion of tangibility in reaching a 
conclusion as to how business costs shall 
be recorded and reported. Almost all costs 
in the last analysis are service costs be- 
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cause unworked natural resources have lit- 
tle value. Certainly the undepreciated costs 
of highly specialized machinery are essen- 
tially no different from deferred charges. 

The basic approach should be: Is the 
particular charge under consideration rea- 
sonably applicable to future periods? Does 
the cost represent the purchase of a service 
for sake of obtaining future income? If so 
it is fairly chargeable against such future 
income. Each cost should be considered on 
its merits in the light of actual conditions 
and the clear implications of the future re- 
gardless of whether the cost has flowed 
through a piece of iron like a machine or 
an intangible like research. 

Yearly reports should be supplemented 
by statements for longer periods, e.g., a 
cumulative income report covering, say, 
three or five years. This is the type of de- 
vice that ought to be emphasized as a means 
of placing yearly figures in proper perspec- 
tive, rather than tinkering with yearly fig- 
ures in such a way as to make the statement 
for the year look rather more stable than 
is justified by the conditions of the par- 
ticular period. 

PRINCIPLES RELATED TO TREASURY 
Stock by Albert J. Watson. Twenty-two 
states do not permit purchase by a corpora- 
tion of its shares out of capital; six states 
permit it without restriction as to condi- 
tion of capital or surplus but within certain 
limitation; with one exception, the remain- 
ing twenty-two states and territories permit 
such acquisition either with or without re- 
striction. The exception by court decision 
denies corporations the right to purchase 
their own shares. The restrictions where 
necessary can be disclosed by footnote to 
the balance sheet. 

The phrase ‘purchase of treasury stock 
out of surplus” is misleading. The idea to 
be expressed is that shares can not be pur- 
chased if the result of such purchase would 
reduce the net assets below the amount of 
stated capital, which is the usual statutory 
restriction. So-called treasury stock should 
never be shown as an asset but the cost 
thereof should be deducted from the capital 
and surplus. 

CHARGES AGAINST SuRPLUS by Warren 
W. Nissley: Charges against earned sur- 
plus commonly include (1) appropriations 
for special purposes and (2) adjustments 
because of wrong calculation of profits in 
earlier years. 

Appropriations for reserves in contem- 
plation of charges thereto which would 
otherwise be chargeable to the income ac- 
counts of the present or future years can 
have important effects on the income state- 
ments. While such appropriations may be 
conservative as to the current balance sheet, 
they undoubtedly have the opposite effect 
on future income statements. While re- 
serves for contingencies may properly be 
set up to earmark part of the surplus the 
expenses or losses when they occur should 
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BOOK REVIEWS 








be charged to profit and loss. The re- 
serves when no longer needed should be 
restored to the surplus from which they 
were derived. 

The timing of the events which make ad- 
justment of income necessary is one of the 
most difficult tasks in accounting. It is 
therefore a great error to make the disposi- 
tion of the entries dependent upon the tim- 
ing. Unusual profit and loss items should 
be separated and explained. Since hind- 
sight is better than foresight and since a 
private burial in surplus is much less no- 
ticeable than a public funeral in the income 
account, the practice of permitting the 
adjustment of errors of past years to sur- 
plus is dangerous and misleading. 

Most asset write-ups have been for the 
purpose of improving the equity shown on 
the balance sheet. They have always been 
contrary to the principle that economic 
gains should not be reflected in the ac- 
counts until they are realized in cash or 
its equivalent. But if the assets are to be 
revalued for the balance sheet the same new 
value should be used for the income state- 
ment. The only logical way of charging 
depreciation on an income statement that 
accompanies a balance sheet is on the basis 
of the property values set forth in that 
balance sheet. The charging of part of the 
depreciation direct to “reappraisal surplus” 
is to let the corporation have its cake (for 
the balance sheet) and eat it too (for the 
income statement). 

SOME DEBATED ISSUES ON CONSOLIDATED 
FINANCIAL STATEMENTS by E. L. Kohler. 
A consolidated statement is a variety of a 
combined or group statement of a second- 
ary or explanatory nature; its validity as 
an independent picture is denied. The sig- 
nificance of consolidated statements is in 
proportion to the homogeneity which the 
related members of the group have and to 
the lack of an independent status of the 
subordinate members. Where these condi- 
tions are lacking, various forms of group- 
ing statements are suggested as preferable. 
No practical need exists for taking up un- 
distributed profits of majority interests. 
If a reserve is to be created for the decline 
in value of the investment in a subsidiary, 
the provisions therefor should be estimates 
of ultimate loss of investment cost which 
need not be the equivalent of the operating 
losses sustained by the subsidiary. Earn- 
ings of a subsidiary antedating control 
(even if after acquisition of part owner- 
ship) should be excluded from consoli- 
dated earned surplus. 

THE INTEGRATION OF LEGAL AND AC- 
COUNTING ConcePTs by F. S. Fisher, Jr.: 
So long as lawyer and accountant use differ- 
ing concepts, employ varying approaches 
and apply unrelated tests in formulating 
conduct, just so long will the common 


area of law and accounting remain one of 
confusion and unpredictability. A recent 
regulation of the S.E.C. illustrates the pres- 
ent precarious nature of the accounting 
profession’s standing. This ruling seeks to 
create a presumption of inaccuracy against 
any accounting practice which can not be 
sustained by “‘substantial authoritative sup- 
port.” If accountants do not take steps to 
integrate their philosophy and their stand- 
ards with those of the law, the development 
of the accounting profession may well be 
curtailed and, in fact, taken entirely away 
from accountants themselves, the group 
most logically able to do that work. 

There still persists a somewhat unfortu- 
nate viewpoint toward accounting as ‘‘a 
series of conventions.’ Such a concept, of 
course, leads to the suspicion that account- 
ing is arbitrary. We must attempt to jus- 
tify the principles and rules of accounting 
by relation to a logical function. Hence we 
must consider the fundamental duties and 
purposes of accounting. Before 1930 it was 
thought that its major functions were to 
acquaint management with the status of the 
business and afford creditors a basis upon 
which to determine their policies. Since 
1933 the S.E.C. has forced emphasis almost 
entirely on the adequacy and suitability of 
accounts from the point of view of inform- 
ing prospective investors. This emphasis on 
a single viewpoint is not necessarily 
healthy. 

The laws of the several states present 
almost as many variants as there are states 
in their methods of treating treasury stock, 
surplus, initial payments for stock, and 
kindred problems. The penal laws and 
civil liabilities imposed upon directors are 
subject to varying interpretations by the 
local courts and likewise vary in the 
faults they intend to prohibit. 

The author suggests (1) a statement of 
accounting principles should be carefully 
prepared so as to separate principle (which 
should be concise and definite) from dis- 
cussion and comment (which may be as 
long as needed) and the work on termi- 
nology should be carried through to a de- 
finitive report; (2) a committee should be 
created to prepare uniform state legislation 
to remove the existing discrepancies; (3) 
uniform legislation should be prepared to 
enact into law accounting principles which 
are accepted as uniform but it is unneces- 
sary to make the mistake of attempting at 
first to embrace all known problems of ac- 
counting; (4) with these as a base a re- 
statement of the profession’s attitude on 
accounting principles, rules and procedures 
can be begun. We need a conscious cross- 
fertilization between the fields of law and 
accounting, supplemented by a conscious 
effort to unify their concepts in the area 
served by both. 

Reviewed by E. STEWART FREEMAN. 
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PROGRAM 
NEW ENGLAND 
CONTROL CONFERENCE 
SEPTEMBER 14 AND 15, 1939 


THURSDAY, SEPTEMBER 14, 1939 


At Harvard Business School— 
Faculty Club 


Discussion Leader—Wyman P. Fiske 

To pics— 

1. Where should the controller be 
placed in the organizational struc- 
ture 
a. In relation to the treasurer ? 

b. In relation to the chief execu- 
tive ? 

c. In relation to the Board of Di- 
rectors ? 

2. Would the controller be more ef- 
fective if relieved of line respon- 
sibilities for record-keeping, office 
management, and the like, and his 




















Speed Up Continuous 
Form Backing 


DUPLI-TYPER—a featherweight frame 
carrying INKED RIBBONS producing form 
work of from TWO to FIVE parts. Elimi- 
nates carbon paper. 

TYPE—ROLL FORWARD—TEAR OFF 
Every motion productive. Simple, fast, and 
clean. 

Successfully used by: Telephone Companies, 
Department Stores, Insurance Companies, 
Banks and Hundreds of Manufacturing Con- 
cerns. 

Models for all standard typewriters and 
billing machines. 


DUPLI-TYPER COMPANY 
18 Warren St., Dep’t C, New York City 


attention devoted to preparation 
and interpretation of reports? 
2:00 P.M. 

Discussion Leader—Charles W. Tucker 

To pics— 

1. How can the controller function 
better in relation to credits, receipts 
and receivables ? 

2. What should be the responsibilities 
of a controller in accounting for 
manufacturing costs? 

3. How can the controller function 
better in relation to problems of in- 
ventories ? 


FRIDAY, SEPTEMBER 15, 1939 


At Massachusetts Institute of Tech- 
nology, 77 Massachusetts Avenue 
9:30 A.M. 

Discussion Leader—E. Stewart Freeman 

To pics— 

1. Need for formal planning; aims, 
organization and procedure. 

2. Focal points in a program of plan- 
ning for control. 

2:00 P.M. 

Discussion Leader—E. E. McConnell 

Topic—Using the technique of vari- 
able cost standards in budgeting. 


DINNER 


FRIDAY, SEPTEMBER 15, 6:30 P.M. 
Place—Hotel Continental 
Speaker—Frank Klein, Budget Direc- 
tor, Worthington Pump and Machinery 
Corporation, Harrison, New Jersey 


The Conference meetings will oper- 
ate as informal group discussions 
under selected leaders, and your di- 
rectors believe that an active discussion 
from the floor will add greatly to the 
success of this Conference. 

There will be prepared and distrib- 
uted to those registering for the Con- 
ference advance material to be used as 
a basis for discussion at each session. 


REGISTRATION 


The Registration fee is $10 per per- 
son registering. This will include the 
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expenses of the Conference, noon 
luncheons on Thursday and Friday, 
and the dinner on Friday night. Each 
member may sponsor one other per- 
son, preferably from among depart- 
ment heads in his own organization. 

Registrations are being received by 
Mr. E. E. McConnell, Norton Com- 
pany, Worcester, Massachusetts. 


San Francisco Control Names 
Committees, Discussion Leaders 


President L. W. Hughes of the San 
Francisco Control has appointed com- 
mittees as follows for the current year 
of the Control: 

Program Committee—Mr. T. GARTRELL, 
General Metals Corporation, chairman; Mr. 
FRANK W. TEASDEL, Key System Railway 
Company; Mr. WALTER L. EGGERT, Pacific 
Manifolding Book Company. 

Admissions Committee—Mr. C. C. Gib- 
SON, The Paraffine Companies Inc., chair- 
man; Mr. WALTER C. BLUNK, Golden 
State Company, Ltd.; Mr. C. A. THULAN- 
DER, J. D. & A. B. Spreckels Company. 

Membership Committee—Mr. W. S. 
FULWIDER, Victor Equipment Company, 
chairman; Mr. Geo. H. ENGELS, Market 
Street Railway Company; Mr. ALAN H. 
JOHNSON, California Hawaiian Sugar Com- 
pany. 

Tax & Legislative Committee—Mnr. 
FRANK J. MELEY, Jr., H. C. Capwell Com- 
pany, chairman; Mr. C. C. Gipson, The 
Paraffine Companies, Inc.; Mr. E. V. MILLs, 
Firemans Fund Insurance Company; Mr. 
JouN G. Larson, California Packing Cor- 
poration; Mr. R. McKee, California 
Casualty Indemnity Exchange. 

Publicity Committee—Mr. FRANK J. 
MELEY, Jr., H. C. Capwell Company. 


Discussion leaders have been named as 
follows: Social Security—Mr. FRANK J. 
MELEY, Jr. H. C. Capwell Company; 
Compensation Insurance—Mr. J. R. Mc- 
KEE, California Casualty Indemnity Ex- 
change; Interstate Commerce—Mkr. A. L. 
BENNETT, Crown-Zellerbach Corporation; 
Sales and Use Tax—Mr. Cuaries H. 
BROWN, Schwabacher Frey Company; La- 
bor Relations—Mkr. E. V. MILLs, Firemans 
Fund Insurance Company; Securities & Ex- 
change Committee—Mr. R. M. Douc.as, 
San Francisco Stock Exchange. 





Chicago: 
Executive Meeting 
The officers, directors and Program Com- 
mittee members of the Chicago Control 
met on August 7 and made several plans 
for activities in the immediate future. A 
golf tournament was arranged for Septem- 
ber 19 at the Medinah Country Club. Mr. 
Miller Adams is chairman of the special 
golf committee. Dinner will be served at 
seven o'clock following an afternoon of 
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golf. Mr. Charles F. Scully, chairman of 
the Program Committee, announced that 
Mr. Frank J. Ellis, of the William Wrigley, 
Jr., Company, has been invited to address 
the first meeting of the Control in the 
coming season, on September 26. President 
John A. Donaldson announced that the 
committee in charge of the Eighth Annual 
Meeting of The Institute in New York 
City had invited the Control to take part 
in the meeting by assuming responsibility 
for a group conference on “Advantages of 
the Natural Business Year vs. Calendar 
Year.” The Control agreed to take this 
responsibility. The suggestion was made 
that the members of the Milwaukee Con- 
trol be invited to attend a specified meet- 
ing of the Chicago Control. 


New England Control’s Directors 
Discuss Season’s Plans 


A meeting of the Board of Directors of 
the New England Control was held at the 
University Club, Boston, Wednesday eve- 
ning, August 23, to discuss current and 
coming activities of the Control. 


Syracuse: 
Plant Visit, Golf, Dinner 


The members of the Syracuse Control, 
on the invitation of Mr. Hubert L. Balme, 
of Oneida, Limited, visited the plant of 
that institution in the afternoon of August 
21 and later in the day played golf and 
had dinner. Mr. Edward J. Whalen, of 
Oneida, also a member of The Controllers 
Institute of America, and of the Syracuse 
Control, assisted Mr. Balme in his duties 
as host. Dinner was served at the Elks 
Club in Kenwood. An executive of Oneida, 
Limited, Mr. Kittendaugh, led a discus- 
sion on the Fair Trades Act after dinner. 
President George K. Chrismer presided 


Dayton: ; 
Topic: Luncheon Meeting 


During the summer the Dayton Control 
has been holding successful monthly 
luncheon meetings which have been sup- 
ported by the members with good attend- 
ance and marked interest. The progress in 
plans for the new year was the subject of 
discussion at a meeting held on Wednes- 
day, noon, August 9, at the Biltmore Hotel. 


Buffalo: 
Topic: Buffalo Controllers’ Jaunt 


Members of the Buffalo Control boarded 
the good ship Lily Esta on Wednesday 
afternoon, August 9, at 2:45 and proceeded 
down the Niagara River and docked at 
Buffalo Launch Club (Grand Island). Din- 
ner was served at 7 P.M. after which the 
return trip was made. The officers of the 
jaunt were Frank Davis, commodore, and 
Norman Graf, purser. 


Personal Notes 


Mr. Carl V. Riefenberg has lately be- 
come connected with the Hollingsworth 
& Whitney Company of Boston, and has 
been assigned temporarily to the Mobile, 
Alabama, office of that company. Previ- 
ously Mr. Riefenberg was with Tubize 
Chatillon Corporation for a considerable 
period as controller. Mr. Riefenberg is 
a member of The Controllers Institute of 
America and has served on several of its 
committees, 

Mr. Donovan H. Tyson, controller of 
the United States Pipe and Foundry Com- 
pany, Burlington, New Jersey, has been 
elected secretary-treasurer of that company 
by its Board of Directors, to take effect im- 
mediately. He assumes the duties of secre- 
tary-treasurer in addition to his responsibil- 
ities as controller. Mr. Tyson has been 
with the United States Pipe & Foundry 
Company since January, 1929, as controller. 
Previous to that time, he was with the In- 
ternational Business Machines Corporation 
in the controller's department, and for more 
than a year was controller of the Reuben H. 
Donnelley Corporation, publishers, in Chi- 
cago. Mr. Tyson is a member of the Board 
of Directors of the Philadelphia Control of 
The Controllers Institute of America. 


Mr. Robert I. Fletcher has been ap- 
pointed acting controller of the Newport 
News Shipbuilding & Dry Dock Company. 
The appointment was effective June 1. His 
office will be at the plant, Newport News, 
Virginia. Mr. Fletcher is a member of 
The Controllers Institute of America. He 
received his B.S. in economics from the 
Wharton School of Finance and Commerce 
of the University of Pennsylvania. 


EMPLOYMENT 


Experienced Controller or Assistant 


Management and profit-minded with rec- 
ord of ability and accomplishments. Capable 
of carrying complete responsibility for gen- 
eral accounting, costs and cost accounting, 
taxes, budgets, production and inventory 
controls, forecasts, reports and all general 
corporate financial, accounting and insur- 
ance matters. Understands production and 
sales problems. Experienced in managing 
large administrative office of parent com- 
pany, with whom associated for twelve 
years; last four as controller. Protestant. 
Can be depended upon to maintain a high 
standard of ethics and administration. For 
more detailed information write No. 275, 
“The Controller.” 


Controller—Treasurer—Assistant to 
President 


An excellent executive, well trained, with 
broad experience as an industrial engineer 
and accountant, and having the ability to 
handle problems and people, is available 
immediately. For the past twenty-five years 
he has been engaged in accounting, corpo- 
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rate finance, legal and tax matters, credits 
and collections, insurance. His duties and 
responsibilities included installations of 
practical budgets and budgetary control, 
adequate cost systems, and production con- 
trol layouts. His experience has been do- 
mestic and foreign, office, shop, and fac- 
tory in manufacturing, mining, trading, 
metals, clothing, and wood working. Age 
45, a university graduate in accounting and 
finance, married, and will accept moderate 
salary. For details, address No. 310, ‘The 
Controller.” 


Controller’s or Treasurer’s Assistant— 
Office Manager—Credit Manager 


Varied office experience for the past 
eighteen years with two New Jersey manu- 
facturers of metal cabinets qualifies this 
young man to be an assistant either to the 
controller or to the treasurer of a manufac- 
turing company. With one company for 
sixteen years, his position covered active 
supervision of the billing, cost, general ac- 
counting, credit and collections departments 
and the performance of financing and gen- 
eral executive duties as secretary and treas- 
urer. During the past two and half years 
he has prepared all financial statements, so- 
cial security and state unemployment re- 
ports, and federal income tax reports. He 
is 38 years old, married, accounting trained, 
and is available at a very moderate salary. 
Address No. 311, ‘The Controller.” 


Controller—Retail 


A retail store executive is available. He 
has had a part in every accounting and ad- 
ministrative function, with ten years as a 
controller of a department store, ten yea:s 
in the merchandising field, and three years 
as a retail executive and general manager. 
Age 48, has had public accounting experi- 
ence, and is willing to locate wherever a 
real opportunity exists. Address No. 312, 
“The Controller.” 


Operating Manager, Treasurer, 
or Assistant 


Accountant, 37, married, university 
graduate (business administration), ex- 
perienced in use of factory cost, budget 
and inventory controls to differentiate be- 
tween products profitable to manufacture 
and sell, and those of an unprofitable na- 
ture. Complete knowledge of inter and 
intra-state commerce, social and income 
tax laws, and for some time comptroller 
of a Federal Reserve bank. Address No. 
313, “The Controller.” 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 




















LONG DISTANCE 


TAKES THE 





Lone waits in collecting essential figures .. . 
reports delayed for lack of vital information 
. . - budget estimates held up pending complete 
data: these are but a few of the snags which the 
telephone helps you avoid. For Long Distance 
frequently takes the quest out of the typical 
questions which almost daily confront controllers 
in their diversified duties. 

When you’re up against a deadline, make 


things come to life by the use of Long 
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Distance. It’s direct, reaching the key man... 
fast, getting through to his ear in a matter of 
minutes . . . clear, leaving no doubt in his mind 
of the facts you’re seeking . . . and conclusive, 
usually rendering further inquiry unnecessary. 

And this friendly, courteous service is eco- 
nomical in the light of the time and energy it 
saves you. Remember, too, that it can 
probably do an equally valuable job in 


other departments of your business. 











Ger this difference: Ordinarily, the clock card 
or time sheet data is copied, posted and checked 
to worksheets, to checks or envelopes, to receipts 
and summaries—a costly, slow, error-producing 
operation. 

But with Ditto, all subsequent forms, even 
Government reports, are produced from the 
original card or sheet. Each form is photograph- 
ically accurate. Peak loads that plague paymasters 
are eliminated. As many as 1200 complete sets 
are made per hour. The labor saving alone ranges 
up to 70 per cent. 


USES YOUR PRESENT METHOD 


Ditto handles any existing payroll method. Pay- 
roll pops like a machine gun with Ditto. Use the 
coupon! See what so many others do with Ditto 
—get the interesting study, “Streamlining Your 
Payroll.” Free, without obligation! 





Because Ditto leads in duplicat- 
ing equipment, Ditto offers both 
the liquid and gelatin types. 


\ GET THESE VITAL 


PAYROLL STUDIES! 


eos You owe it to yourself to read Wm. 
ie B. Castenholz’ monograph, "A 

\ New Trend in 
Accounting—Pay- 
roll,” the four spe- 
cial Ditto a 


studies,and typical 


on pit os d i +r 
\ re | = a Dittopayrollforms 
—— \ in office use today. 
Free. No obliga- 


tion. 





DITTO, Inc. 

2210 W. Harrison St., Chicago 

Geatlemen: Without obligation please send me: 
( ) Free Ditto Payroll Forms. 

( ) “Streamlining Your Payroll Method.” 

( ) “A New Trend in Accounting—Payroll” 

( ) Arrange a Ditto demonstration for me. 


My NOME 6 0 hdd ccc caters nd ehdennsaviddeg nba seahereaee 
CONDO ogc dare ccetsdcedcaveesteccecncucadsecencuaeeegeme 
AMM: cic ctinxdncuddaeheddewessaveeweenteansageeneen 
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When You Ace Asked to. Recommend 


O help you in making suggestions, when asked 


by employees or by personal acquaintances to 


suggest a plan of accounting training, your atten- 


tion is called to the educational organization of the 


International Accountants Society, Inc., here shown. 


The five men com- 
posing the Executive 
Educational Commit- 
tee are responsible for 
I.A.S. educational ac- 
tivities and policies, 
with particular refer- 
ence to text material, 
research, standards, 
and technical 
methods. 

The sixteen Certi- 
fied Public Account- 
ants composing the 
I.A.S. Faculty are ac- 
tively engaged in pre- 
paring text material, 
giving consultation 
service, or grading 
papers. 


Some give their time 


students’ 


and attention exclu- 
sively to I.A.S. work. 
Others who are in ac- 


tual practice of pub- 


an Clecounting Course 


lic accounting or corporation accounting, devote 


only part time to the work. Each subscriber secures 


the advantage of having his examinations handled 


by instructors from both groups. 
The forty members of the Advisory Board are 














Educational Organization 


EXECUTIVE EDUCATIONAL 
COMMITTEE 


Dexter S. Kimball, M.E., 
D.; DSc. 


Chairman, Board of Directors, Inter- 
national Accountants Society, Inc. ; 
Dean Emeritus, College of Engineer- 
ing, Cornell University ; Former Pres- 
ident, American Society of Mechani- 
cal Engineers : author of “‘Cost Find- 
ing,’’ ‘‘Industrial Economics,’’ and 
other textbooks. 


Lee Galloway, B.Sc., Ph.D 

Vice Chairman, Board of adie 
International Accountants Society, 
Inc.; Former Chairman, Board of 
Directors, The Ronald Press Com- 
pany; Former Director, Department 
of Management, New York Univer- 
sity ; author of ‘‘Office Management’’ 
and other textbooks. 


ase T. Madden, aia 
B.C.S., A.M., Sc.D 


President, International ‘hecaainibia 
Society, Inc.; Dean, School of Com- 
merce, Accounts and Finance, New 
York University; Former President, 
American Association of University 
Instructors in Accounting; Former 
President, American Association of 
Collegiate Schools of Business. 


George P. Ellis, C.P.A. 

Practicing Certified Public Account- 
ant; Member of Faculty, Interna- 
tional Accountants Society, Inc. ; 
President, Illinois Chamber cf Com- 
merce: Former President American 
Society of Certified Public Account- 
ants: Former President, Executives 
Club of Chicago. 


Stephen Gilman, B.Sc., C.P.A. 


Vice President and Educational Di- 
rector, International Accountants So- 
ciety, Inc.; author of ‘Accounting 
Concepts of Profit,’’ ‘‘Analyzing Fi- 
nancial Statements,’’ ‘Principles of 
Accounting,’’ and numerous ‘techni- 
cal articles on accounting and allied 
subjects. 


FACULTY 


Stanley E. Beatty, C. arm 
YA, By Bischel, C.P. 

Harold W. RS og C.P.A. 
George P. Ellis, C.P.A. 

C. W. Emshoff, C.P.A 
Stephen Gilman, C.P.A. 
John A. Hinderlong, CPLA: 
James W. Love, C.P.A 
Paul H. Moore, 2A. 

C. E. Packman, C.P.A. 
Russell C. Swope, C.P.A. 
G. E. Taylor, C.P.A. 

J. G. Terry, C.P.A. 

G. S. West, C.P.A. 

Harry G. W estphaln, ¢ C.P-A, 
Earl R. White, C.P. 


ADVISORY BOARD 


Arthur L. Baldwin, C.P.A. 

W. Barrett, A. B., LL.B. 
Bruce Barton 
Wilford A. Beesley, C.P.A. 
EEC E. Blight, C.P.A. 

Cahill, C.P.A 
ae. Carter, Ph.B., C. s 
pee Ta Ss. Childs, BC: “~ 
W. J. Christian, CP.A 
William B c ornell, M.E. 
James A. Councilor, CPA. 
Albert J. Derbes, C.P.A. 
C. E. Dietze, LL’B. A.B: CiP.A. 
_ Dolge, C.P.A. 

H. Frankling, CiG- A. 
iB Galloway, B.Sc., Ph.D. 
eet B. Geiger, CPA 

H. Hammarstrom, C.P-A. 
pte Hughes, C’P.A 
F. H. sfurdesan, — 'C.P.A 
Harry M. Jay, C.P.A. 
David A. Jayne, C.P.A. 
Roland B. Keays, C.P.A. 


Dexter S. Kimball, M.E. EE D:, “BSc: 


B. Lichtenberg, M.C.S 

Harry E. Lunsford, C.P.A. 

I. B. McGladrey, C.P.A. 
Henry J. Miller, C.P.A 

D. Walter Morton, Ph. Ds C.P.A. 
F. W. Morton, C.P.A. 

Herman C. J. Peisch, C.P.A. 
J. A. Phillips, C.P.A 

Paul W. Pinkerton, C.P.A. 
A. Lee Rawlings, C.P.A. 

F. E. Roberts, C.P.A. 
Lawrence W. Robson, F.C.A. 
John C. Shelly, C.A. 

R. Smethurst, Jr., C.P.A. 

F. H. Sommer, ED: LED. 
A. C. Upleger, B.C.S., C.P.A. 




















outstanding Certified 
Public Accountants, 
business executives, 
attorneys, and educa- 
tors, who counsel 
with the I.A.S. man- 
agement, upon re- 
quest, with respect to 
technical accounting, 
educational, and busi- 
ness matters. 

The uniformly high 
caliber of the men 
who compose the 
I.A.S. Staff is in itself 
eloquent testimony as 
to LAS. 


The cooperation of 


training. 


Staff members in vari- 
ous advisory and con- 
sulting capacities pro- 
vides the practical, 
broad viewpoint 
which is so necessary 


in adult education. 


To provide additional information which may be of value to you when asked to recommend a training plan, we shall 


be glad to mail you, upon request, 


a copy of our 52-page booklet 


“ACCOUNTING—The Way to Business Success.” 


INTERNATIONAL ACCOUNTANTS SOCIETY, Inc. 
A Correspondence School Since 1903 
3411 SOUTH MICHIGAN AVENUE 


CHICAGO, 


ILLINOIS 














